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SHECHTMAN, MARKS, DEVOR 
& ETSKOVITZ, P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 

Report of Inde!~endent Certified Public Accountants 

Board of Directors and Officers 
Resources for Human Development, Inc 

W e have audited the accompanying consolidated statements of financial position of Resources for 

Human Development, Inc. and subsidiaries (the Organization) as of June 30, 2002 and 2001, and the 
related consolidated statem ents of unrestricted revenues, expenditures and other changes in unrestricted 
net assets, chan ges in net assets, functiona l expenditures and cash flows for the years then ended. 
These financial statements are the responsibility of the Organization's man agem ent. Our responsibility 
is to express an opinion on these consolidated financial statements based on our audits. 

W e conducted our audits in accordan ce with auditing standards generally accepted in the United States 
of America and the stan dards applicable to finan cial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we 
plan  and perform the audits to obtain reasonable assurance about whether the financial statem ents are 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and the significant estimates made by management, as well as evaluating the overall 
consolidated financial statement presentation. W e believe that our audits provide a reasonable basis for 
our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all m aterial 
respects, the consolidated financial position of Resources for Human Developm ent, Inc. and 
subsidiaries as of June 30, 2002 and 2001, an d the cons olidated chan ges in their net assets and their 
cash flows for the years th en ended in conform ity with accounting principles generally accepted in the 
United States of Am erica. 

In accordance with Government Auditing Standards, we have also issued our report dated Jan uary 17, 
2003, on our consideration of the Organization's internal control over financial reporting and our tests 
of its complian ce with certain provisions  of laws, regulations , contracts and grants. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and should be 

read in conjunction with this report in considering the results of our audits. 

Philadelphia, PA 
January 17, 2003 

jPc~ 
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ASSETS 

RESOURCES FOR HU M AN DEVELO PM ENT, INC . 
CONSO LID ATED STATEM ENT S OF FINAN CIAL PO SITIO N 

JU NE 30, 2002 AND 2001 

Current assets: 
Cash and cash equivalents 
Lim ited use cash, 
representative payee cash funds 

Grants and services receivable, net 
of allowance for doubtful accounts 
of $709,317 for 2002 and $629,647 
for 2001 
Inventory 
Prepaid expenses 

Total current assets 

Property and equipment, net 

2002 

Other assets: 
Equity investments in companies, net 
Advances and loans to iuvestees, net of 
allowan ce for uncollectible advances and 
loans of $1,101,093 lor 2002 and $1,171,700 
for 200t 
Other, including capitalized computer 
software costs, net with a balance of 
$0 and $338,166 at 2002 and 2001, 
respectively. 

Total assets 

Operating Equipm ent 

3.189.967 $ 

297.068 
3,487,035 

12,851,939 
1,888,127 

66.159 

18,293~260 

864.366 

1,037,854 

433 

200 

47.110 

Total 

Total 
2001 

$ 3,189,967 $ 1,532,891 

297,068 
3,487,035 

12,852,139 
1,888,127 
113,269 

291.627 
1,824,518 

13,830,001 
2,069,067 
105.491 

47.310 18.340.570 17.829.077 

10,564,224 

13,231 

10.564.224 10.695.043 

864.366 860.201 

1,037,854 1,076,114 

13.664 

1,902,653 13,231 1,915,884 

352,435 

2.288.750 

$ 20.195,913 $ 10.624.765 $ 30.820.678 $ 30,812,870 



LIABILITIES AND NET ASSETS 

Current liabilities: 
Lines of credit and short term 
borrowings 
Current portion of long-term debt 
Current portion of obligations under 
capital leases 
Accounts payable and accrued 

expenses 
Deferred revenue, current 
Due to custodial clients 

2002 

_ _
Operating Equipment 

1,254,664 
5,000 327,851 

9,731,479 
2,204,436 
297.068 

Total 

1,254,664 
332.851 

Toml 
2001 

3,481,904 
327,105 

316,740 316,740 316,848 

3,144 
12,786 

9,734,623 
2,217,222 
297.068 

9,185,643 
1,968,347 
291.627 

Total current liabilities 13,492,647 660,521 14,153,168 15,571,474 

Long-term debt, net of current portion 
Obligations under capital leases, net of 
current portion 
Deferred revenue, long term 
Deferred credits 

Total liabilities 

M inority interest 

Net assets: 
Unrestricted 
Temporarily restricted 

Total net assets 

50,000 

188.492 

13.731.139 

133.121 

672,683 
5.658.970 

6.331.653 

4,757,725 

606,522 
152,996 
386.866 

6,564,630 

4.060.135 

4.060.135 

4,807,725 

606,522 
341,488 
386.866 

20.295.769 

133.121 

4,732,818 
5,658,970 

10.391.788 

4.765.966 

733,946 
661,356 
441.677 

22.174.419 

300.000 

4,110,930 
4,227,52i 

8,338,451 

Totalliabilities 
and netassem 20.195.913 $ 10,624,765 30.820.678 30.812.870 

See notes to financial statements 
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RESOURCES FOR H UM AN DEVELOPM ENT, INC. 
CONSOLIDATED STATEM ENTS OF UNRESTRICTED RE VENUES, EXPEND ITURES 

AND  OTH ER CH ANGES IN UNRESTRICTED NET ASSETS 
YEARS ENDED JUNE 30, 2002 AND  2001 

2002 

Operating Equipment 
Support and revenue: 
Support: 
Federal $ 2,575,237 
Various states 17,458,097 
City of Philadelphia 31,103,002 
M ontgomery County 8,996,152 
Other counties 8,317,076 
M edical assistance/m anaged care 10,547,105 
Grants and donations 955,735 

Total unrestricted suppo rt 79,952,404 

Revenue: 
Patient/client fees 
Other fees and sales 
Interest and m iscellaneous incom e 

7,800,635 
3,392,349 
468,276 

Total unr estricted revenue 11~661,260 

Net assets re/eased from temporary 
restrictions 1,930,067 

Fund trans fer 

205,790 
279,399 
541,553 
223,644 
527,640 
6,666 
18.975 

1,803,667 

26,733 

54.811 

Total 

2,781,027 
17,737,496 
31,644,555 
9,219,796 
8,844,716 
10,553,771 

974.710 

81.756.071 

7,827,368 
3,392,349 
523.087 

81,544 11,742,804 

852,653 ) 852,653 

Total 
2001 

2,260,286 
17,922,031 
29,037,472 
8,137,382 
6,939,525 
10,526,944 
1.143.842 

75.967.482 

6,655,341 
2,919,369 
274.595 

9.849.305 

1.930.067 1,731,412 

Total unrestricted support, revenue 
and other 92,691,078 2,737,864 95,428,942 87,548,199 

Expenditures: 
Program 
M anagement and general 
Fundraising 

80,283,474 
11,996,563 

44.490 

Total unr estricted expenditures 92,324,527 

Equity in net losses of investments 

Change in unrestricted 
net assets before m inority 
interest 

M inority interest in net 
losses of investm ents 

281,323 ) 

1,701,169 
671.657 

2.372.826 

81,984,643 
12,668,220 

44.490 

94.697.353 

75,071,900 
11,874,223 

76.045 

87.022.168 

281,323 ) ( 67,116 ) 

85,228 365,038 450,266 458,915 

4.432 4.432 

Change inunr estricted net 
assets $ 89.660 $ 365.038 $ 454,698 $ _ 458.915 

See notes to financial statements 
8 



RESOUR CES FOR H UM AN DEVELOPM E NT, IN C. 
CO NSO LIDATED STATEM ENTS O F 

CH ANGES IN NET ASSETS 
YEARS ENDED JUNE 30, 2002 AND  2001 

Unrestricted net assets: 
Total unrestricted support and revenue $ 
Net assets released from restrictions 
Fund trans fer 
Total unr estricted expenditures 
Equity in net losses of investm ents 
M inority interest in net losses 
of investm ents 

Allocation from minority interest 

Changes in nns estricted net assets 

Temporarily restricted net assets: 
Contributions 
Net assets released from restrictions 

2002 

Operating Equipment Total 

91,613,664 
1,930,067 
852,653 

92,324,527 
281,323 

4.432 
89,660 
167.190 

256.850 

3,361,516 
1,930,067 

Increase in temporarily restricted 
net assets 1,431,449 

Change in total net assets 

Total net assets at beginning of year 

Total net assets at end of year 

1,688,299 

4.643.354 

1,885,211 

852,653 

2,372,826 ) 

365.038 

365.038 

365,038 

3.695.097 

93,498,875 
1.930.067 

94,697,353 
281,323 

4.432 
454,698 
167.190 

621.888 

3,361,516 
1,930,067 

1.431.449 

Total 
2001 

85,816,787 
1.731.412 

87,022,168 
67,116 

458.915 

458,915 

3,299,089 
1,731,412 

1,567,677 

2.053.337 2.026.592 

8.338.451 6.011.859 

$ 6,331.653 $ 4~060A35 $ 10.391.788 8.338.451 

See notes to financial statements 
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RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
CONSOLIDATED STATEM ENTS OF CASH FLOW S 

YEARS ENDED JUNE 30, 2002 AND 2001 

2002 

Cash flows from operating activities: 
Change in total net assets $ 
Adjustments to reconcile change in total net assets 
to net cash provided by operating activities: 
Allocation from and other changes in minority interest 
Loss on disposition of property and equipment 
Loss on abandonment of capital computer software 
(Decrease) increase in allowance for doubtful accounts 

and uncollectible advances and loans 
Depreciation and amortization 
Equity in loss of investments 
Deferred credit forgiveness 

(Increase) decrease in grants and 
services receivable 
Dec rease in inventory 
(Increase) decrease in prepaid expenses 
Decrease (increase) in other assets 
Increase in accounts payable and 
accrued expenses 

Increase (decrease) in deferred revenue 

Net cash provided by operating activities 

Cash flows from investing activities: 
Increase in investments in partnerships 
Acquisitions of property and equipment 
Net advances and loans to investens 
Distributions from investments 
Proceeds from sale of property and equipment 
Capital contributions from minority interests 

Net cash flows used in investing activities 

Cash flows from financing activities: 
Net payments on lines of credit and short term 
borrowings 
Principal payments on long-term debt and 
capital lease obligations 

Operating 

1.688,299 $ 

Equipment 

365.038 $ 

171,622 
85,959 

338.166 

80,522 
352 

281,323 

898,192 
180,940 
27,642 

548,980 
305,143 

2.111.609 

( 54,811 

19,864 
253 

( 12,786 

3,961,60._99 2t515,126 

4.743 

82,293 

2,222,240 

( 2,048,536 

Total 

Total 
2001 

2.053.337 $ 2,026,592 

171,622 ) 
85,959 51,526 
338.166 

80,522 
2,111,961 
281,323 
54,811 

898,192 
180,940 
7,778 
253 

548,980 
292,357 

816,347 
,943,792 
67,116 
42,194 

778,857 
441,302 
85,225 
225,555 

1,062,638 
509,960 ) 

6,476,735 4,937~972 

200,000 
2,114,494 

1,834 
114,798 
65,958 
4,743 

2,130,829 

( 466,590 

Net cash used in financing activities 2~222,240 ( 466,590 

Net increase in cash and cash equivalents 

Cash and cash equivalents, beginning 

Cash and cash equivalents, ending 

1,657,076 

1,532,891 

$ 3.189.967_ $ 

383,383 
1,391,178 
523,040 
6,357 
53,842 
300.000 

1,937,402 ) 

2,222,240 715,949 ) 

466,590 895,932 ) 

2,688,830 1,611,881 ) 

1,657,076 1,388,689 

1,532,891 144,202 

$ 3.189.967 $ 1.532.891 

Supplemental disclosure of cash flow information, 
Cash paid for interest $ 196.077 $ 320.03_0 $ 516.107 $ 759,594 

Supplemental disclosure of noncash financing and 
investing activities, 

Debt, capital lease obligations, and deferred liabilities 
incurred for the acquisition of property and equipment $ 

Disposal of assets and related debt $ 363.350 $ 363.35Q $ 
See notes to financial statements 
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RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
NOTES TO CO NSOLIDATED FINAN CIA L STATEM ENTS 

YEARS ENDED JU NE 30, 2002 AND 2001 

Summary of significant accounting policies 

Nature of activities 

Resources for Human Development, Inc. (the Organization) is a not-for-profit organization 
which operates program s nationwide, but primarily throughout the northeastern United States. 
These program s include m ental health , m ental retardation, hom eless, drug an d alcohol, 
comm unity living arran gements, affordable housing an d probation an d parole services. In 
addition, through its for-profit subsidiaries, the Organization operates program s designed to 
lend and invest capital in businesses which are located in and employ people from economically 
challenged areas. 

Basis of presentation 

The accompan ying consolidated financial statements include the accounts of the Organization 

an d its for-profit subsidiaries, Murex Corporation (Murex) 100% owned by the Organization, 
and Murex Investments, Inc. (Murex Investments) 92% owned by the Organization. The 
consolidated financial statements have been prepar ed in accordance with the audit guide 
published by the Am erican Institu te of Certified Public Account ant s, Audit an d Accounting 
Guide for Not-for-Profit Organizations, 
Organizations. Intercom pany investments, 

as required for Voluntary Health and W elfare 
advan ces and transactions have been elim inated. 

Account ing principles generally accepted in th e Uni ted States require not-for-profit 
organizations to distinguish between contributions received that increase permanently restricted 
net assets, temporarily restricted net assets and unrestricted net assets. 

Donated services, m ostly consulting services for various program s, are required to be reported 
at their fair m arket value in th e year that th e services are contributed or prom ised to be 
contributed. The Organization records in-kind incom e and expens es for reporting to its funding 
sources in accordance with the associated contract requirements. These reporting requirements 
differ from generally accepted accounting principles. Accordingly, only a portion of the 
am ounts reported to funding sources have been recorded as donated services in the 
accompanying consolidated finan cial statem ents. 

Contracts and gran ts 

Income from governm ent contracts and gran ts, including overhead allowance, is generally 
recorded as the related expenses are incurred. The Organization has significant contracts and 
grants with various agencies of the federal and state governm ents, departments of the City of 
Philadelphia, and various coun ties in southeastern and eastern Pennsylvania. 



 

RESOUR CES FOR H UM AN DEVELO PM ENT, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 
YEARS ENDED JU NE 30, 2002 AND 2001 

Summary of significant accounting policies (continued) 

Concentrations of credit risk 

Financial instruments that potentially subject the Organization to concentrations of credit risk 
consist principally of temporary  cash investm ents and receivables from governm ental and other 
agencies. The receivables from governmental agencies are prim arily obligations of the federal 
and state governm ents, the City of Philadelphia and various counties in Pennsylvania. In 
addition, there are accounts receivable from th ird party m anaged care organizations that 
reimburse the Organization on behalf of governm ental agencies, principally the City of 
Philadelphia. 

Lim ited use cash 

Representative payee cash funds are custodial fu nds th at have been established to account for 
assets received by the Organization on behalf of certain clients of certain programs. These 
fu nds are held for the sole benefit of each individual an d are expended at the discretion of the 
program directors. 

Property an d equipment and depreciation and amortization 

Property and equipment are recorded at cost. Provisions for depreciation and am ortization are 
made over the estimated useful lives, ranging from 3 to 25 years, of the respective assets using 
the straight-line method. M aintenance and repairs are charged to activities as incurred. A 
substantial portion of capital assets has been purchased through grants and contracts. Such 
amount s received are included in support and revenue. Related expenditures are capitalized and 
depreciated over estimated lives when title to the related assets is held by the Organization. 

Under certain program-funded agreements, ownership of property and equipment acquired with 
grantor fu nds is vested with and may revert back to the grantor under certain circum stances. 
However, due to the nature of the program s and the long term relationships of th e Organization 
with the grantors, management feels that the financial statements of the Organization are more 
complete by capitalizing these assets. The source of fu nds to acquire these assets and the 
related depreciation, interest and debt are reported in the financial statements under the column 
heading "Equipment". 

Investm ents 

Investm ents in partnerships, lim ited liability companies and unconsolidated corporations are 
included in the accompan ying consolidated financial statements using the equity method of 
accoun ting. 
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RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 

YEARS END ED JU NE 30, 2002 AND  2001 

Summary of significant accounting policies (continued) 

Cash and cash equivalents 

For purposes of the consolidated statement of cash flows, the Organization considers cash on 
hand, deposits with banks and short-term  investments with original m aturities of three months 
or less to be cash an d cash equivalents. 

Inventory 

Inventory  is recorded at the lower of cost, on a specific identification basis, or market (net 
realizable value) and consists of residential properties purchased for resale and related 
construction-in-progress. Through various programs, the Organization purchases, renovates 
and sells homes, primarily to eligible low-income families. 

Capitalized computer software costs 

Accounting principles generally accepted in the United States of America require the 
capitalization of certain costs incurred in connection with developing internal use software and 
software for resale. Prior to the adoption of this principle in 2000, the Organization expensed 
all costs related to software development as incurred. The Organization had capitalized 
approximately $394,000 of computer software costs and amortized approximately $56,000 at 
June 30, 2001. During the year ended June 30, 2002, management decided to term inate its 
program of developing software for resale. Instead, management decided to develop software 
for its internal use only. Therefore, the Organization wrote off all capitalized software related 
to development for resale and capitalized the $100,000 for the cost of the software developed 
for internal use. 

Pension plan  

The Organization maintains a noncontributory , variable annuity "403(b)" plan for the benefit 
of substantially all full-time eligible employees. Each employee is fu lly vested immediately 
upon entry  into the plan. Employee participation is voluntary  and contributions  by the 
employees are pursuant to salary  reduction. The Organization does not match employee 
contributions. 



 

RESOUR CES FOR HUM AN DEVELOPM ENT, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 

YEAR S ENDED JUNE 30, 2002 AND  2001 

Summary of significant accounting policies (continued) 

Deferred compensation plan 

During the year ended June 30, 2001, the Organization implememed a non-qualified deferred 
compensation plan in accordance with Imem al Revenue Service Code Section 457. In order to 
receive a payment under th is plan, an  employee must have both worked full-time for the 
Organization for 25 years and have attained the age of 65. The benefit am ount is equal to the 
annual salary of the employee in the year they reach 25 years of service. It will be paid to the 
employee in four annual installm ents beginning in the year the employee attains both criteria. 
At June 30, 2002, the estimated presem value of the future benefit is $93,388, and has been 
included in accrued expenses. 

Tax status 

The Organization is exempt from federal, state an d local income taxes under Section 501(c)(3) 
of the Internal Revenue Code and sim ilar state and local laws, therefore, no provision for 
income taxes has been made in the accompanying consolidated finan cial statements. M urex, 

and Murex Investments, for-profit corporations, are subject to federal, state and local taxation. 

Use of estimates 

In preparing financial statements in conformity with generally accepted accounting principles in 
the United States of America, m anagement is required to make estim ates and assumptions th at 
affect the reported amounts of assets and liabilities an d the disclosure of contingent assets an d 
liabilities at the date of th e consolidated financial statements, and the reported am ounts of 
revenues and expenditures during the reporting period. Actual results could differ from those 
estim ates. 

Financial instrum ents 

Generally accepted accoun ting principles require entities to disclose the estimated fair value of 
their finan cial instru ment assets and liabilities. The Organization has identified the following as 
financial instruments, all of which have carrying values which approximate fair value: cash and 
cash equivalents, investments in and advan ces to partnerships and long-term  debt. 

Deferred revenue 

Deferred revenue consists prim arily of program  revenues received but not earn ed. These 
revenues will be earned as th e program  conditions are m et. 

In addition, the Organization receives grants to subsidize the cons truction an d rehabilitation of 
hom es under the affordable housing programs. Revenue from these gran ts is deferred until th e 
homes are sold. At the tim e of the sale of a hom e, a portion of the deferred revenue is 
recognized as revenue in the statement of activities. 
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RE SOURCES FOR HU M AN DEVELO PM ENT, INC . 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 
YEARS END ED JU NE 30, 2002 AND  2001 

Summary of significant accounting policies (continued) 

M inority interest 

M inority interest in the Organization's subsidiary , M urex Investments, consists of an 8 percent 
non-voting comm on stock ownership by an outside agency. During the year ended June 30, 
2001, the agency invested $300,000 in M urex Investments. Accordingly, an increase in net 
assets of approximately $167,000 was recognized as a result of this transaction. The 
Organization owns all of the voting equity of the subsidiary both before and after the 
transaction. In addition, there is a m inority interest ownership in a subsidiary of M urex 
Corporation. 

Reclassification 

Certain 2001 am ounts have been reclassified to conform to th e 2002 financial statem ent 
presentation. 

2. Property and equipment 

The following is a summary of property and equipment (at cost) and accumulated depreciation 
and amortization: 

2002 2001 

Real estate and im provements 
Leasehold improvements 
Furniture and fixtures 
Computer equipment 
Autom obiles 

Less accumulated depreciation 
and am ortization 

$ 10,595,999 
3,360,931 
1,958,455 
2,314,366 
3,674,235 
21,903,986 

$ 10,614,496 
3,200,850 
1,894,890 
2,327,105 
3,357,351 
21,394,692 

11.339.762 10.699.649 

Property and equipment, net $ 10.564.224 $ 10,695,043 

Depreciation and am ortization expense forth e year: 
2002 

Program $ 1,504,578 
M anagement and general 607,383 

2OO_ _ A 
$ 1,343,165 

600.627 

Equipment purchased through grants and contracts amounted to $1,830,400 and $2,150,351 for 
the years ended June 30, 2002 and 2001, respectively. 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC . 
NOTES TO CONSOLIDATED FINANCIAL STATEM ENT S (CONTINUED) 

YEARS ENDED JUNE 30, 2002 AND 2001 

Equity investments in companies 

The Organization invested in the following companies through its for profit subsidiaries, M urex 
and M urex Investments: 

Company name Percentage of ownership 

Phoenix Foods, LLC* 
Urban W orks, LLC* 
Laser Laboratories, LLC* 
Sun & Earth, Inc.* 
City Sort, LP* 
CSS Laptop, Inc. 
CSS Staffing, Inc. 
Computer System s and Solutions, Inc 
Other miscellaneous investm ents 

25.00% 
24.00 
43.33 
25.96 
11.07 
30.00 
30.00 
30.00 

01-1.00 

Aggregate cost and carrying values of the investm ents are as follows: 

2002 2001 

Original investm ents 

Accumulated allocated earnings (losses) 
net of dividends 

Valuation allowances* 

Other m iscellaneous investments 

Equity investments in companies, net 

$ 1,900,000 $ 1,650,000 

( 363,754 ) 
1,536,246 

( 756,284 ) 
779.962 

( 18,208 ) 
1,631,792 

( 856,284 ) 
775,508 

84.404 84.693 

* Over the past several years, the Organization has received restricted grants and donations 
for the purpose of investing in companies through M urex Investm ent, to prom ote 

economic and job development in specified areas in Pennsylvania. These companies are 
typically considered risky based on their current financial position and inability to receive 
additional financing from th eir banks. The valuation allowances pertain to th ese 
investm ents. 

The Organization has elected to record all investm ents using the equity method, even those 
which they own less than 20% . In most cases, the Organization does exercise significant 
influence and those that it doesn't, the equity method approximates the cost method. 
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RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEM ENT S (CONTINUED) 

YEAR S END ED JUNE 30, 2002 AND  2001 

4. Advances and loans  to investees and related party transactions 

The Organization through its wholly owned subsidiaries, M urex and M urex Investm ents, has 
made loans and advances with certain partnerships and companies. In addition, the 
Organization, through its wholly-owned subsidiary, M urex Investments, has made loans  to 
certain companies with which it has an equity interest. M urex Investm ents invests in certain 
companies located in distressed areas of Philadelphia, Pennsylvania. It requires all of its 
investm ents to adhere to certain principles, including a m inimum level of hiring local people 
from welfare, a minimum wage in excess of the federal m inimum wage, and the sharing of 
profits with the employees. The source of funds for investing an d lending to th ese compani es is 
a gran t from  th e Shefa Fund. The investm ents in th ese companies are accounted for using th e 
equity method of accounting. The nature of the significant loans are as follows: 

2002 

Various advances to affi liated entities with 
which th e Organization has an ownership 
interest or control. These advances have 

no repayment terms. $ 1,286,822 $ 1,392,765 

Note receivable to a com pany in which M urex 
Investments owns a 25 % interest. The note 
bears interest at 1.5% below prime rate and is 
payable on demand. As of June 30, 2002, this 
note was converted to an additional investm ent 
in the company. 50,000 

Note receivable to a company which bears interest at a 
rate of 1% over prime rate, 5.75 % at June 30, 2002. 
In 2001, $600,000 was converted to a 43.33% equity 
interest. The rem aini ng balance is due on M arch 5, 
2003. 137,355 88,849 

Note receivable to a company which bears interest at 1% 
over prime rate, 5.75% at June 30, 2002. This note is 
due on dem and. 599,770 601,200 



 

RESOUR CES FOR H UM AN DEVELOPM ENT, IN C. 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 
YEAR S END ED JUNE 30, 2002 AND  2001 

4. Advances and loans to investees and related party transactions (continued) 

2002 2001 

Note receivable to three parmerships which M urex is a 
parmer. The note bears interest at 1% over prime rate, 
5.75% at June 30, 2002, and is due on dem and. 65,000 115,000 

Note receivable to a company which M urex Investm ents 
owns a 25.96% interest. The note bears interest at 8% 
and is due June 20, 2003. 50,000 

2,138,947 2,247,814 

Less allowance for uncollectible advances ( 1,101,093 ) ( 1,171,700 ) 

In addition, the Organization is the guarantor on outstanding loans of a partnership which 
M urex Corporation has an ownership interest. At June 30, 2002 and 2001 the outstanding 

loan s were approximately $0 an d $178,000, respectively. 

Lines of credit and short term borrowings 

The Organization has lines of credit and short term borrowings as follows: 

2002 2001 

Line of credit of $1,500,000 with a bank. Interest 
on borrowings under this agreem ent is based on 
the Federal funds rate plus 1% . At June 30, 2002 
the effective rate was 4.25 % . It is collateralized 
by accounts receivable, inventory, furniture and 
fixtures and machinery . The line expires on 
January 31, 2003 

Line of credit of $1,500,000 with the same bank as 
above. Interest on borrowings under this 
agreement is at the bank's prime rate which was 
4.75% at June 30, 2002. It is coUateralized 
by accounts receivable, inventory , fu rniture and 
fixtures and machinery. The line expires on 
January 31, 2003. 

825,711 $ 1,011,543 

700.000 



 

RESOUR CES FOR H UM AN DEVELOPM ENT, INC . 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 
YEARS ENDED JUNE 30, 2002 AND 2001 

Lines of credit and short term borrowings (cominued) 

Line of credit of $8,000,000 with another bank. 
Imerest under this agreement is at the bank 's prime 
rate which was 4.75% at June 30, 2002. It is 
collateralized by accounts receivable. The line expires 
on January 31, 2003. 

Notes payable, CLI, interest at 8.0% to 9.3% 
collateralized by inventory ; due at the end 

of the related project. 

2002 2001 

1,400,000 

428.953 370.361 

In addition, the Organization is obligated under outstanding letters of credit of $1,300,000 at 
both June 30. 2002 and 2001. 

Long-term debt 
2001 

M ortgage notes, payable in monthly installments 

ranging from $0 to $4,313, most including interest 
ranging from 4.5 % to 9.75 % , collateralized by 
various properties, maturing at various times from 
July, 2002 through August, 2030. $ 4,986,822 $ 4,931,092 

Notes payable in monthly installments of $1,824 
including interest at 7.5 % , uncollateralized, 
m aturing July 2012. 

Less current portion 

Long-term portion 

153.754 161.979 
5,140,576 5,093,071 

332.851 327.105 



 

RESOURCES FO R H UM AN DEVELOPM ENT, INC . 
NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 

YEARS END ED JUNE 30, 2002 AND  2001 

Long-term debt (continued) 

M aturities of long-term debt over the next five years and thereafter are as follows 

Year ending June 30, 
2003 
2004 
2005 
2006 
2007 
Thereafter 

332,851 
150,184 
102,773 
103,776 
110,116 

4,340,876 

5,140,576 

Interest expense for the years ended June 30, 2002 and 2001 was $516,107 and $759,594 
respectively. 

7. Deferred credits 

The Organization has received grants/loans from various governm ental agencies for acquiring 
and/or rehabilitating properties for specified purposes. If the conditions of each grant/loan 
agreement are met, these balances will be forgiven over periods ranging from 10 to 20 years. 
The grants/loans bear no interest except in the event of default. No interest has been accrued 
because it is the intention of the Organization to comply with all related conditions. The 
deferred credit balances are as follows: 

2001 

City of Philadelphia - Offi ce of Housing and 

Community Development (originated June 
1990 in the amount of $150,000 to be forgiven 
at the rate of 5 % per year through June 2010) $ 60,000 $ 67,500 

City of Philadelphia - Offi ce of Housing and 
Community Development (originated June 
1991 in the amount of $150,000 to be forgiven 
at the rate of 10% per year after the initial 
10-year period) 135,000 150,000 

Federal Home Loan Bank (originated June 1993 
in the amount of $70,000 to be forgiven at the 
rate of 6.667% per year over a 15-year period 
ending June 2007) 26,130 30,797 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 

YEAR S END ED JUNE 30, 2002 AND 2001 

7. Deferred credits (continued) 
2002 2001 

M ontgomery County Home Rehab Program 

(originated April 1995 in the amount of $35,251 
to be forgiven at the rate of 10% 

per year through April, 2005) 10,576 14,101 

M ontgomery County Home Program (originated 
June 1996 in the amount of $68,333 to be 
forgiven in July, 2011) 68,333 68,333 

M ontgomery County Home Program (originated 
September 1988 in the amount of $83,690 to be 
forgiven at the rate of 10% per year after the initial 
10 year period) 47,452 55,821 

City of Philadelphia Redevelopment Authority 
(originated November 1994 in the amount of 
$157,500 to be forgiven at the rate of 10% per year 
through November 2004) 39.375 55.125 

During the year ending June 30, 2003, it is anticipated that $ 54,811 of deferred credits will be 
forgiven. 

Litigation 

The Organization is currently defending itself in several ongoing lawsuits. All estimated costs 
relating to these actions have been included in accrued expenses or are covered under existing 
insurance policies. 

Lease comm itm ents 

The Organi zation leases various buildings and equipment under leasing arrangem ents expiring 
through the year 2007. These leases are accounted for as operating leases. Generally, leases 
with terms beyond one year contain defunding clauses which allow the Organization to 
term inate a lease, generally within 90 days of the loss of governm ent funding. Future minimum 
annual rentals under lease arrangem ents at June 30, 2002 are as follows: 
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RESOURCES FOR HU M AN DEVELO PM ENT, INC . 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 
YEARS ENDED JUNE 30, 2002 AND 2001 

9. Lease commitments (continued) 

Year ending June 30, 
2003 
2004 
2005 
2006 
2007 
Thereafter 

Total 

$ 4,031,884 
1,933,092 
1,505,970 
702,008 
185,081 
10.824 

The Organization also m aintains num erous leases with term s of one year or less which are not 
included in the above schedule. Rent expense for the years ended June 30, 2002 and 2001 
aggregated $6,007,172 and $5,007,992, respectively. 

Capital lease obligations 

The Company leases numerous autom obiles under noncancellable capital leases. As a result, 
$1,918,982 and $1,874,878 of leased assets and $939,092 and $725,727 of related accumulated 
depreciation have been included in property and equipment as of June 30, 2002 and 2001, 
respectively. The leases have computed interest rates ranging between 6.0% and 15% per 
annum . Future m inimum lease paym ents are as follows: 

Year ending June 30, 
2003 
2004 
2005 
2006 
2007 
M ini mum lease payments 

Less am ount representing interest 
Present value of minimum lease payments 

Current portion 

Long-term portion 

1,057,437 

134.175 
923,262 

316.740 



 

RESOUR CES FOR H UM AN DEVELO PM ENT, INC . 
NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 

YEAR S ENDED JU NE 30, 2002 AND  2001 

10. Sel~insurance 

By perm ission of the Pennsylvania Bureau of W orkers' Compensation, the Organization 
maintains a self-insurance program for workers' compensation for its employees working in 
Pennsylvani a. In addition, the Organization is also self-insured for automobile, general liability 
and property coverage for the years ended June 30, 2002 and 2001. Excess insurance policies 
are m aintained with respect to the various self-insurance plans, and claim s are handled by third- 
party admini strators. Included in accounts payable and accrued expenses at June 30, 2002 and 
2001 is $1,726,408 and $2,092,812, respectively, for future claim s for all self-insurance 
coverage, which represents an estimate by management. The ultimate cost, however, will 
depend on the extent of fu ture claims. 

11. Concentrations  of credit risk 

Programs operated by the Organization are prim arily funded by various governm ental agencies. 
The ability of the Organization to maintain its overhead stru cture and meet fu ture financial 
comm itm ents is dependent on th e continued fu nding of these program s. 

The Organization maintains cash balances at financial institu tions located in various states. 
Accounts at an institution may, at times, exceed the Federally insured lim its of $100,000. As 
of June 30, 2002, approximately $2,732,000 exceeded ins ured limits. 

Revenues - various states 

A breakdown of fu nding from various states is as follows: 
Years ended June 30 

Connecticut 
Delaware 
Florida 
Louisian a 
M assachusetts 
New Jersey 
Pennsylvania 

Total 

2002 
$ 2,511,256 

107,502 
4,618,719 
2,848,638 
4,698,422 
1,497,805 
1.455.154 

2001 
$ 2,485,928 

3,649,950 
2,717,440 
4,273,161 
3,485,261 
1.310.291 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENT S (CONT INUED) 
YEARS ENDED JUNE 30, 2002 AND  2001 

Headstart program 

During the year ended June 30, 1999, the Organization had made a decision not to renew their 
Headstart contracts in order to allow more focused concentration in other areas of comm unity 
service. Additional funding was awarded to the Organization through June 30, 2001 for the 
operating costs necessary to complete the existing contracts which expired in August, 1999 and 
October, 1999 and to complete the transition of services to the new provider agencies. Below 
are the Headstart contract revenues and related expenses that were fu nded during th e year 
ended June 30, 2001. This Headstart activity is not reflected in the statem ent of unrestricted 
revenues, expenses and other changes in unrestricted net assets for the year ended June 30, 
2001, as it was considered to be a discontinued activity as of June 30, 1999. 

2001 

Revenues 
Program expenses 
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$ 68,301 
68,301 



SUPPLEM ENTAL INFORM ATION 



SHECHTMAN, MARKS, DEVOR 
& ETSKOVITZ, P.C. 
CERTIFIED PUSilC ACCOUNTANTS 

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON 
OTHER SUPPLEM ENTAL INFORM ATION 

Board of Directors and Offi cers 
Resources for Hum an Developm ent, Inc 

Our audits were perform ed for the purpose of form ing an opinion on the basic consolidated financial 
statements of the Organization taken as a whole. The accompanying oth er supplemental inform ation on 
pages 34 through 72 is presented for purp oses of additional analysis and is not a required part of the 

basic consolidated financial statements. Such information has been subjected to the auditing procedures 
applied in the audits of th e basic consolidated financial statements and, in our opinion, is fairly stated, 

in all m aterial respects, in relation to th e basic consolidated financial statem ents taken as a whole. 

Philadelphia, PA 
Jan uary 17, 2003 
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RESOURCES FOR HU M AN DEVELOPM ENT, INC. 
OFFICE OF M ENT AL HEALTH /M ENTAL RETARD ATION 

SCH EDULE OF ADJUSTM ENTS ON PRO GRA M  ACTIVITY INVO ICE SUM M AR Y 
CONT RACT NO S. 99-20289-03 AND 99-20264-03 

YEAR END ED JUNE 30, 2002 

Code nos. 0200-1637, 0202-0942, 0260-1300, 0260-1642, 0260-1696, 0261-1150st.ctr02, 0261- 
1615st.ctr02. 0261-1696st.ctr02. 0261-1150sc99. and 0261-1300sc99. 

There were no adjustments to the above Program Activity Invoice Summary 

Code nos. 0260-1143, 0260-1150, 0260-1200, 0260-1615,0260-1617, 0260-1637, and 0261- 
1615sc99. 

There were adjustments made to the Program Activity Invoice Summary for the above code nos. which 
are explained on the following pages. 
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RESOUR CES FOR HUM AN DEVELOPM ENT, INC. 
OFFICE OF M ENTAL HEALTH / M ENTAL RETARDATION 

SCHEDULE OF ADJUSTM ENTS ON PROGRA M  ACTIVITY INVOICE SUM M ARY 

YEAR ENDED JUNE 30, 2002 

Contract Num ber 

Code 

Program Activity 

Personnel 

Operating 

Administration 

Retained Revenue A llowances 

Total 

Revenue 

99-20289-03 

0260-1143 

Totalper 

Invoice 

$ 302,920 

51,790 

52,143 

406,853 

7,655 

Net to be Funded (Refunded) $ 399,198 

Exrflanntion of Adiu~tm en)/Dif(hrenee 

(A) Portion of salary expense billed twice in original invoice 

(B) Expenses not billed in original invoice. 

(C) Resultant effect due to previous adjustments 

(D) Sum of resultant effects. 

Total per 

Audit 

$ 301,926 

51,990 

52.027 

405,943 

7.655 

$ 398,288 

Adjustment/ 
Difference 

$ (994) (A) 

200 (B) 

(116) (c) 

(910) 

$ (910)(D) 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 

OFFICE OF M ENTAL H EALTH / M ENTAL RE TARDATION 

SCH EDULE OF ADJUSTM ENTS ON PROGRAM  ACTIVITY INVOICE SUM M A RY 

YEAR ENDED JU NE 30, 2002 

Contract Number 

Code 

Program Activity 

Personnel 

Operating 

Adm inistration 

Retained Revenue Allowances 

Revenue 

99-20289-03 

0260-1150 

Totalper 

Invoice 

95,705 

14,356 

0.06 

Net to be Funded (Refunded) $ 110,061 

E~nlanation of Adjustm ent/Difference 

(A) Expenses not billed in original invoice 

(B) Resultant effect due to previous adjustments 

(C) Sum of resultant effects. 
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Total per 

Audit 

98,487 

14.774 

3,26 

$ 113,261 

A~ustmen~ 
Difference 

$ 2,782 (A) 

418 (B) 

3,200 

$ 3,200 (C) 



 

RESOURCES FOR HU M AN DEVELOPM ENT, IN C. 

OFFICE O F M ENTAL H EALTH / M ENTAL RETARDATION 
SCHEDULE O F ADJUSTM ENTS ON PROGRAM  ACTIVITY INVOICE SUM M A RY 

YEAR ENDED JUNE 30, 2002 

Contract Number 

Code 

Program Activity 

Personnel 

Operating 

Adm inistration 

Retained Revenue A llowances 

Total 

Revenue 

Net to be Funded (Refunded) 

99-20289-03 

0260-1200 

F, xnlanation of Adiostm ent/Difference 

Total per 

Invoice 

47,5Q3 

14,756 

9,352 

71.70 

71,70 

(A) Portion of salary expense billed twice in original invoice 

(B) Resultant effect due to previous adj ustments 

(C) Sum of resultant effects. 
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Total per 

Audit 

46,901 

14,756 

9,248 

70,905 

70,905 

A~ustmenff 
Difference 

$ (692) (A) 

(lO4) (B) 

(796) 

$ (796) (C) 



 

RESOUR CES FOR H UM A N DEVELOPM ENT, IN C. 

OFFICE O F M ENTAL HEALTH / M ENTAL RETARDATION 

SCH EDULE OF ADJU STM ENTS ON PRO GRAM  ACTIVITY INV O ICE SUM M ARY 

YEAR  END ED JUN E 30, 2002 

Contract Number 

Code 

Program Activity 

Personnel 

Operating 

Adm inistration 

Retained Revenue Allowances 

Total 

Revenue 

99-20289-03 

0260-1615 

Total per 

Invoice Total per Audit 
Adjustment/ 
Difference 

$ 6,414,279 $ 6,355,107 $ (59,172) (A) 

1,608,650 1,606,480 (2,170) (B) 

1,136,321 1,122,848 (13,473) (C) 

9,159,250 9,084,435 

276,521 277,835 

(74,815) 

1,314 (D) 

Net to be Funded (Refunded) $ 8,882,729 $ 8,806,600 $ (76,129) (E) 

Exnlanatinn of Adiu~tm enl/Diffarence 

(A) Portion of salary expense billed twice in original invoice 

(B) Credits received a~er submission of original invoice. 

(C) Resultant effect due to previous adjustments. 

(D) Revenue not included in original invoice 

(E) Sum of resultant effects. 
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RESOURCES FO R H UM A N DEVELOPM ENT, INC. 

O FFICE OF M ENTAL H EALTH / M ENTAL RE TARDATION 

SCH EDUL E OF ADJU STM ENTS O N PRO GRAM  ACTM TY INV OICE SUM M ARY 

YE AR END ED JU NE 30, 2002 

Contract Num ber 

Code 

Program Activity 

Personnel 

Operating 

Adm inistration 

Retained Revenue Allowances 

Total 

Revenue 

99-20289-03 

0260-1617 

Total per 
Invoice Total per Audit 

$ 356,606 

160.983 

67,287 

584,876 

23.840 

Net to be Funded (Refunded) $ 561,036 

Exnlanatinn of Adin~tment/13ifferenee 

(A) Expenses not billed in original invoice. 

(B) Resultant effect due to previous adjustments. 

(C) Sum of resultant effects. 

$ 356,639 

163,433 

67.659 

587,731 

23.840 

$ 563,891 

Adjustment/ 
Difference 

33 (A) 

2,450 (A) 

372 (B) 

2.855 

$ 2,855 (c) 



 

RESOUR CES FOR HU M AN DEVELOPM ENT, INC. 
OFFICE O F M ENTA L H EA LTH  / M ENTAL RETARD ATIO N 

SCHEDULE OF ADJU STM ENTS ON PRO GRAM  ACTIVITY INVO ICE SUM M A RY 
YEAR END ED JUN E 30, 2002 

Contract Num ber 

Code 

Program Activity 

Personnel 

Operating 

Adm inistration 

Retained Revenue A llowances 

Total 

Revenue 

99-20289-03 

0260-1637 

Total per 

Invoice 

$ 127,245 

8,937 

20,427 

156,609 

7,546 

Net to be Funded (Refunded) $ 149,063 

Exnlanation of Adiustm ent/Differenee 

(A) Portion of salary expense billed twice in original invoice 

Total per 

Audit 

$ 126,280 

8,937 

18,809 

154,026 

7.546 

$ 146,480 

Adjustment/ 
Difference 

$ (965) (A) 

(1,618) (B) 

(2,583) 

$ (2,583) (C) 

(B) Administration calculated incorrectly for Recruitment and Retention in original invoice 

(C) Sum of resultant effects. 



 

RESOUR CES FOR HU M AN DEVELO PM ENT, IN C. 

OFFICE OF M ENTAL HEALTH / M ENTAL RETARDATION 
SCH EDULE OF ADJU STM ENTS ON PRO GRAM  ACTIVITY INVOICE SUM M ARY 

YEAR ENDED JUNE 30, 2002 

Contract N um ber 

Code 

Program Activity 

Personnel 

Operating 

Adm inistration 

Retained Revenue Allowances 

Total 

Revenue 

99-20289-03 

0261-1615sc99 

Total per 
Invoice 

$ 296,082 

65,422 

50,972 

412,476 

4.882 

Total per 

Audit 

$ 293,592 

65,422 

53.852 

412,866 

4,882 

Adju~menff 
D ifference 

$ (2,490) (A) 

2,880 (B) 

390 

Net to be Funded (Refunded) $ 407,594 $ 407,984 $ 390 (C) 

Exnlanation o f AdiustrnenffDifferenee 

(A) Portion of salary expense billed twice in original invoice 

(B) Administration calculated incorrectly for Recruitment and Retention in original invoice. 

(C) Sum of resultant effects. 
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RESO UR CES FO R H UM AN DEVELOPM ENT, IN C . 
OFFICE O F M ENTAL H EALTH /M ENTAL RE TARD ATIO N 

SCHEDULE OF ADJU STM ENTS ON PROGRAM  ACTIVITY IN VOICE SUM M ARY 
CO NT RA CT NO . 99-20266-03 
YEAR ENDED JUNE 30, 2002 

Code nos. 01-00-1400, 01-00-1493, 01-00-1602, 01-00-1615, 01-00-1616, 01-00-1618, 01-00-1621 
01-00-2218, 01-02-1616, 01-04-4615, 01-05-1615, 01-06-1696, 01-07-1612, 01-08-1622 
01-40-1433, 01-40-1619, and 01-40-1695. 

There were no adjustments to the Program Activity Invoice Summary 

Code nos. 01-00-1612, 01-00-1613, 01-00-1619, 01-02-1695, 01-07-1620, and 01-40-1626 

There were adjustments made to the Program Activity Invoice Summary for the above code nos. which 
are explained on the following pages. 



 

RESOURCES FOR H UM AN DEVELO PM ENT, IN C. 

OFFICE OF M ENTAL H EALTH / M EN TAL RETARDATION 
SCH ED ULE O F ADJU STM ENTS O N PRO G R AM  A CTM TY INV O ICE SUM M AR Y 

YEAR ENDED JUN E 30, 2002 

Contract Num ber 

Code 

Program Activity 

Personne 

Operating 

Adm inistration 

Retained Revenue Allowances 

Total 

Revenue 

99-20266-03 

01-00-1612 

Total per 

Invoice 

$ 1,338,692 

366,712 

249,992 

Tota l per 

Audit 

$ 1,338,704 

366,340 

249,914 

1,955,396 1,954,958 

156,991 156,749 

N~ tobeFunded (Refunded) $ 1,798,405 

(A) Portion of staff training not included in orginal invoice 

(B) Adjustment due to clerical error 

$ 1,798,209 

Adjustment/ 
Difference 

12 (A) 

(372) (B) 

(78) (C) 

(438) 

(242) (D) 

$ (196) (E) 

(C) Resultant effect due to previous adjustments an d removal of administration from R&R funds 

(19) Adjustm ent & uncollectible room and board 

(E) Sum of resultant effects 



 

RESO URCES FO R H UM A N DEVELO PM EN T, IN C. 

O FFICE O F M ENTAL H EALTH / M ENTAL RETARDATION 
SCH EDULE O F ADJU STM EN TS O N PR O G RA M  A CTIV ITY IN V O ICE SUM M A RY 

YEAR EN DED JU NE 30, 2002 

Contract Number 

Code 

Program Activity 

Personne 

Operating 

Adm inistration 

Retained Revenue A llowances 

Total 

Revenue 

99-20266-03 

01-00-1613 

Total per 

Invoice 

$ 1,690,479 

406,176 

307,390 

Total per 

Audit 

$ 1,701,366 

406,676 

309,098 

Adjustment/ 
D ifference 

10,887 (A) 

500 (B) 

1,708 (C) 

2,404,045 2,417,140 13,095 

78,011 78,011 

Net to be Funded (Refunded) $ 2,326,034 

(A) Portion of salary not included in original invoice 

(B) Expense not calculated in original invoice 

(C) Resultant effect due to previous adjustments 

(D) Sum of resultant effects 

$ 2,339,129 13,095 (D) 



 

RE SO U R CES FO R H UM AN DEVELO PM EN T, IN C . 

O FFICE O F M EN TA L H EAL TH  / M EN TAL RE TAR DA TIO N 

SCH EDU LE OF ADJU STM ENTS O N PRO G RA M  A CTIV ITY IN V O ICE SUM M ARY 

Y EAR ENDED JU N E 30, 2002 

Contract N um ber 

Code 

Program Activity 

Personnel 

Operating 

Adm inistration 

Retained Revenue Allowances 

Revenue 

99-20266-03 

01-00-1619 

Total per 

Invoice 

$ 306,629 

37,022 

50,380 

394.031 

31,818 

Net to be Funded (Refunded) $ 362,213 

Exnlanation of A djustm ent/D ifference 

(A) Adjustment due to clerical error 

(B) Sum of resultant effects 

47 

Total per 

Audit 

$ 306,552 

37,023 

50,380 

393,955 

31,818 

$ 362,137 

Adjustment/ 
D ifference 

$ (77)(A) 

(76) 

(76)(B) 



 

RE SO UR CES FO R H UM AN DEV ELO PM ENT, IN C. 

O FFICE O F M ENTAL H EALTH  / M ENTAL RETARD ATIO N 

SCHEDULE O F ADJU STM ENTS ON PRO G RAM  ACTIVITY INVOICE SUM M ARY 
YEAR  EN DED JUNE 30, 2002 

Contract N um ber 

Code 

Program Activity 

Personnel 

Operating 

Adm inistration 

Retained Revenue A llowances 

Total 

Revenue 

99-20266-03 

01-02-1695 

Total per 

Invoice 

$ 353,030 

384,208 

109,472 

846,710 

3,645 

Total per 
Audit 

$ 347,795 

384,207 

108,686 

840,688 

3,645 

Adjustmenff 
Difference 

$ (5,235) (A) 

(1) 

(786) (B) 

(6,022) 

Net to be Funded (Refunded) $ 843,065 $ 837,043 $ (6,022) (B) 

(A) Portion of salary expense not included in original invoice 

(B) Resultant effect due to previous adjustments 

(C) Suul of resultant effects 
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RESO UR CES FO R H UM A N DEVELO PM ENT, IN C . 

OFFICE OF M ENTAL H EALTH / M ENTAL RE TARDATION 
SCH ED ULE O F A DJU STM EN TS O N PR O G RA M  A CTIVITY INV O ICE SU M MA RY 

YEAR ENDED JUNE 30, 2002 

Contract Num ber 

Code 

Program Activity 

Personnel 

Operating 

Adm inistration 

Retained Revenue Allowances 

Total 

Revenue 

99-20266-03 

01-07-1620 

Total per 
Invoice 

$ 536,002 

199,837 

109,397 

845,236 

58,002 

Net to be Funded (Refunded) $ 787,234 

Exnlmaation of Adiustm enffD ifference 

(A) Portion of salary expense not included in original invoice 

(B) Reclassification of expenses from operating. 

(C) Resultant effect due to previous adjustments. 

(D) Adjustment of uncollectible room and board 

(E) Sum of resultant effects 

49 

Total per 

Audit 

$ 581,260 

198,704 

116,016 

895,980 

55,877 

$ 840,103 

Adjustment/ 
Difference 

$ 45,258 (A) 

(1,i33) (B) 

6,619 (C) 

50.744 

(2,125) (D) 

52,869 (E) 



 

RESO UR CES FO R  H UM AN DEV ELO PM EN T, IN C . 

OFFICE OF M ENTAL H EALTH / M ENTAL RETARDATION 

SCH EDULE O F ADJU STM ENTS ON PRO GRAM  ACTIVITY INVO ICE SUM M ARY 
YEAR EN DED JU N E 30, 2002 

Contract Num ber 

Code 

Program Activity 

Personne 

Operating 

Adm inistration 

Retained Revenue A llowances 

Tota 

Revenue 

99-20266-03 

01-40-1626 

Total per 

Invoice 

$ 409,415 

158,530 

85,192 

653,137 

21,146 

Net to be Funded (Refunded) $ 631,991 

Exnlanation of Adjustm ent/D ifference 

(A) Portion of staff training not included in original invoice 

Total per 

Audit 

$ 409,475 

158,865 

85,250 

653,590 

21,146 

$ 632,444 

(B) Portion of building repair expense not included in original invoice 

(C) Resultant effect due to previous adjustments. 

(D) Sum of resultant effects. 
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Adjustment/ 
Difference 

60 (A) 

335 (B) 

58 (C) 

453 

453 (D) 
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RESOURCES FOR HUM AN DEVELOPM ENT, IN C . 
OFFICE OF HOUSING AND COM M UNITY DEVELOPM ENT 

SCHEDULE OF SOUR CE AND STATUS OF FUND S 
CONTRACT NO . 02-20552 

YEAR ENDED JUNE 30, 2002 

M cKinney 
funds 

Program 
incom e 

Other city 
fu nds 

Total contract: $ 93,233 $ 237,000 $ 129,992 

Less: 
Funds drawn down - 
prior fiscal year 

Funds drawn down - 
current year 

Total fu nds drawn down 

93,006 

93.006 

Funds still available for 
draw down $ 227 

86,278 

86,278 

115.543 

115.543 

Total funds drawn down $ 93,006 $ 86,278 $ 115,543 

Add: 
Program incom e 

Total fu nds received 93,006 86,278 115,543 

Less: 
Program income expended 
Funds applied - prior fiscal 

year 
Funds applied - current 
fiscal year 

Total fu nds applied 

Total fu nds due from 

funding source $ 

Total funds available 
for disposition 

93.006 

93,006 

86,278 

86,278 

115.543 

115.543 

55 

Noncity 
fu nds Total 

$ 460.225 

294.827 

294.827 

$ 294,827 

294.827 

294.827 

294.827 



 

RESOUR CES FO R HU M AN DEVE LO PM ENT , INC . 
OFFICE OF H OUSING AND COM M UNITY DEVELOPME NT 

SCH EDULE OF PROG RAM  INCOME  
CONTRACT NO . 02-20552 

YEAR END ED JUNE 30, 2002 

Program income (cumulative through June 30, 2001) 

Less program income expended in prior years 

Beginning balance, July 1, 2001 

Add program income received in current fiscal year 

Less program income expended in current fiscal year 

Ending balance, June 30, 2002 

Sale 
proceeds 

Rent 
collected Total 



 



 



 



 

RESOURCES FO R H UM AN DEVELO PM ENT , INC . 
CO ORD INATIN G OFFICE FO R DRUG AND ALCOH O L ABUSE PRO GRAM S 

SCH EDULE OF FU NCTIONAL EXPEND ITURES 
BY CO NTRA CT/PR O G RA M  AND  RE VENU ES BY 

FU ND IN G SO UR CE 
CO NTRA CT NO . 99-20319 

YEAR END ED JU NE 30, 2002 

Expenditures by cost center 
Total personnel services 

Total operating expenses 
Tota l fixed assets 

Total expenditu res by cost center 

Funding sources: 
Client fees 
City of Philadelphia, Coordinating Offi ce 
for Drug and Alcohol Abuse 

Other 

Total funding sources 

Excess of expenditu res over 
fu nding sources 

New Start 
Contract N o 
99-20319 

52,000 

52.000 

52.000 

Endow-a-H om e 
Outpatient  
Services 

Contract No. 
99-20319 

47,092 

15.738 

62.830 

62.830 

52.000 62.830 

Transitional 
Housing 

Cont ract No 
99-20319 

$ 425,013 

267,562 
3,044 

43,812 

103,000 

521,048 

667,680 



 



 

RESOUR CES FOR HUM AN DEVELOPM ENT , IN C . 
STATEM ENT  O F PRO GRAM  EXPEND ITURES AND  PRO G RA M  RE VENUE 

AACO CONTRA CT NUM BER 02-20957 
YEAR END ED JU NE 30, 2002 

Expenditures 
Personnel: 
Salaries 
Fringe benefits 

Total personn el expenditu res 

Operating: 
Occupancy 
Com munications 
Education/Program supplies 
Printing 
Other 

Total operating expenditu res 

Equipm ent: 
Lease/rental 

Total equipm ent expenditures 

Total direct expenditures 

Adm inistration 

Total expenditures 

Program revenue 

Net AACO funded expenditu res 

62 

38,927 
8.840 

47,767 

6,192 
892 

1,059 
1,131 
603 

9,877 

1.928 

1.928 

59,572 

5.478 

65.050 



 

RESOUR CES FO R HUM AN DEVELO PM ENT, INC. 
STATEM ENT OF PRO GRAM  EXPENDITURES AND PRO GRA M  RE VENUE 

AACO CO NTRA CT NUM BER 01-20957 
YEAR END ED JUNE 30, 2002 

Expenditures 
Personnel: 
Salaries 
Fringe benefits 

Total personn el expenditu res 

Operating: 
Education/Program supplies 

Total direct expenditu res 

Adm inistration 

Total expenditu res 

Program revenue 

Net AACO funded expenditu res 

63 

45,742 
8.757 

54,499 

1.510 

56,009 

8.403 

64.412 
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W  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
REPOR T OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

O N CO M PLIA NCE AND  ON INTERNAL CO NTRO L OVER FINANCIAL 
RE PORTING BASED ON AN AUDIT OF FINANCIAL STATEM ENTS 
PERFO RM ED IN  ACCORDANCE W ITH GO VERN M EN T A UDITIN G 

STANDARD S 

Board of Directors and Offi cers 
Resources for Hum an Development, Inc 

W e have audited the consolidated finan cial statements of Resources for Hum an Developm ent, Inc. an d 
subsidiaries (the Organization) as of and for the year ended June 30, 2002, and have issued our report 
th ereon dated January 17, 2003. W e conducted our audit in accordan ce with auditing stan dards 
generally accepted in the United States of America an d the stan dards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States. 

Com plian ce 

As part of obtaining reasonable assuran ce about whether th e Organization's consolidated finan cial 
statements are free of m aterial misstatem ent, we perform ed tests of its compliance with certain 
provisions of laws, regulations, contracts an d gran ts, noncomplian ce with which could have a direct and 
m aterial effect on the determ ination of financial statement amounts. However, providing an  opinion on 

compliance with those provisions was not an  objective of our audit an d, accordingly, we do not express 
such an opinion. The results of our tests disclosed no instan ces of noncompliance that are required to 
be reported under Government Auditing Standards. 

Internal Control Over Financial Reoortinz 

In planning and perform ing our audit, we considered the Organization's internal control over financial 
reporting in order to determ ine our auditing procedures for th e purpose of expressing our  opinion on 
the consolidated financial statements and not to provide assuran ce on th e internal control over financial 
reporting. However, we noted a certain m atter involving the intern al control over financial reporting 
an d its operation that we cons ider a reportable condition. Reportable conditions involve matters coming 
to our attention relating to significant deficiencies in the design or operation of th e internal control over 

financial reporting that in our judgement, could adversely affect the Organization's ability to record, 
process, sum m arize and report finan cial data consistent with the assertions of m anagem ent in th e 
consolidated finan cial statem ents. The reportable condition is described in the accompanying schedule 
of findings an d questioned costs as item  02-1. 

2000 MARKET STREET ~ SUITE 500 , PHILADELPHIA. PA 19103 , PHONE; 215.496.9200 . FAX: 215.496.9604 



A material weakness is a condition in which the design of operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that m isstatem ents in am ounts that 
would be m aterial in relation to the consolidated financial statements being audited m ay occur an d not 
be detected w ith in a timely period by employees in th e norm al course of perform ing th eir assigned 
functions. Our consideration of the internal control over financial reporting would not necessarily 
disclose all m atters in the internal control that might be reportable conditions an d, accordingly, would 
not necessarily disclose all reportable conditions that ar e also considered to be material weakn esses. 
However, we believe that the reportable condition described above is not a material weakness. W e also 
noted other m atters involving the internal control over financial reporting, which we have reported to 
management of th e Organization in a separate letter dated January 17, 2003 

This report is intended solely for th e inform ation an d use of th e Board of Directors, m anagem ent and 
various federal and state funding agencies, pass-through entities, City of Philadelphia, and the 
Departm ent of Public Health and is not intended to be an d should not be used by anyone other than 
these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the 
Legislative Auditor as a public docum ent. 

Philadelphia, PA 
January 17, 2003 
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i  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, PoC. CERTIFIED PUBLIC ACCOUNTANTS 
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCO UN TANTS 

ON COM PLIAN CE WITH RE QUIREMENTS 
APPLICABLE TO EACH M AJOR PROGRAM  

AND O N INTERNAL CONTR O L OVER COM PLIAN CE 
IN ACCO RDANCE W ITH O M B CIRCULAR A-133 

Board of Directors and Offi cers 
Resources for Hum an  Developm ent, Inc 

Complian ce 

W e have audited the compliance of Resources for Human Development, Inc. (the Organization) with 
the types of compliance requirements described in the U. S. Office of Management and Budget (OMB) 
Circular A-133 Compliance Supplement that are applicable to each of its major Federal programs for 
the year ended June 30, 2002. The Organization's major Federal programs are identified in the 
summ ary of auditor's results section of the accompanying schedule of findings and questioned costs. 
Compliance with the requirements of laws, regulations, contracts and gran ts applicable to each of its 

major Federal program s is the responsibility of the Organization's management. Our responsibility is 
to express an  opinion on the Organization's complian ce based on our audit. 

W e conducted our audit of compliance in accordan ce with auditing standards generally accepted in the 
United States of America; the standar ds applicable to financial audits contained in Government Auditing 

Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations and the City of Philadelphia Subrecipient 
Audit Guide. Those standards an d OM B Circular A-133 an d the City of Philadelphia Subrecipient 
Audit Guide require that we plan an d perform the audit to obtain reasonable assur an ce about whether 
noncomplian ce with the types of compliance requirem ents referred to above th at could have a direct and 
material effect on a major Federal program  occurred. An audit includes examining, on a test basis, 
evidence about the Organization's complian ce with th ose requirem ents an d perform ing such other 
procedures as we considered necessary in the circum stances. W e believe that our audit provides a 
reasonable basis for our  opini on. Our audit does not provide a legal determ ination of the 
Organization's compliance with th ose requirem ents. 

In our opinion, the Organization complied, in all m aterial respects, with th e requirem ents referred to 

above that are applicable to each of its major Federal programs for the year ended June 30, 2002. 
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Internal Control Over Comoliance 

The management of the Organization is responsible for establishing and m aintaining effective internal 
control over compliance with the requirements of laws, regulations, contracts and gran ts applicable to 
federal program s. In planning and performing our audit, we considered the Organization's internal 

control over compliance with requirements that could have a direct and material effect on a major 
federal progran l in order to determine our auditing procedures for the purpose of expressing our 
opinion on compliance and to test and report on the internal control over complian ce in accordance with 
OM B Circular A-133 and the City of Philadelphia Subrecipient Audit Guide. 

W e noted certain matters involving the intern al control over compliance and its operation that we 
consider to be reportable conditions. Reportable conditions involve matters coming to our attention 
relating to significant deficiencies in the design or operation of the internal control over complian ce 

that, in our judgement, could adversely affect the Organization's ability to administer a major federal 
program in accordance with the applicable requirements of laws, regulations, contracts, and grants. 
Reportable conditions are described in the accompan ying schedule of findings and questioned costs as 
items 02-2 and 02-3. 

A m aterial weakness is a condition in which the design or operation of one or m ore of the intern al 
control components does not reduce to a relatively low level the risk th at noncompliance with applicable 

requirements of laws, regulations, contracts, and grants that would be material in relation to a major 
federal program  being audited m ay occur and not be detected with in a tim ely period by em ployees in 
the normal course of perform ing their assigned functions. Our cons ideration of the internal control 
over compliance would not necessarily disclose all m atters in th e internal control that m ight be 
reportable conditions, and accordingly, would not necessarily disclose all reportable conditions that are 
also considered to be m aterial weaknesses. However, we believe that none of the reportable conditions  
described above is a material weakn ess. 

Schedule of Exoenditures of Federal, State and City Awards 

W e have audited the consolidated financial statem ents of Resources for Hum an Developm ent, Inc. an d 
subsidiaries as of and for the year ended June 30, 2002, and have issued our report thereon dated 
January 17, 2003. Our audit was performed for the purp ose of form ing an opinion on the basic 
consolidated financial statements taken as a whole. The accompan ying schedule of expenditures of 
Federal, state and city awards is presented for purp oses of additional analysis as required by OM B 
Circular A-133 an d the City of Philadelphia Subrecipient Audit Guide and is not a required part of the 

basic consolidated financial statements. Such information has been subjected to the auditing procedures 
applied in the audit of th e basic consolidated financial statements and, in our opinion, is fairly stated, in 
all material respects, in relation to the basic consolidated financial statements tak en as a whole. 

This report is intended solely for the information an d use of the Board of Directors, management and 
various Federal and state fu nding agencies, pass-through entities, City of Philadelphia, and the 
Department of Public Health an d is not intended to be and should not be used by anyone other than  
these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the 
Legislative Auditor as a public docum ent. 

Philadelphia, PA 
January 17, 2003 
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RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
NOTES TO SCH EDULE OF EXPENDITURES O F 

FEDERA L, STATE AND CITY AW ARD S 
YEAR END ED JUNE 30, 2002 

1. General information 

The accompanying schedule of expenditures of Federal, state and city awards presents activities 
in all Federal, state an d city award program s of Resources for Human Development, Inc. All 
financial assistance received directly from  Federal agencies, as well as financial assistan ce 
passed through other governm ental agencies or not-for-profit organizations, is included on the 
schedule. 

2. Basis of accounting 

The accompanying schedule of expenditures of Federal, state and city awards is presented using 
the accrual basis of accounting. The amounts reported in this schedule as expenditures m ay 
differ from certain financial reports submitted to funding agencies because those reports may be 
subm itted on either a cash or modified cash basis of accounting. 

Relationship to basic consolidated financial statem ents 

Federal, state and city award expenditures are reported on the statem ent of functional 
expenditures as program costs. However, expenditures in the schedule of expenditures of 
Federal, state and city awards for certain programs which have incurred deficits have been 
lim ited to the related contracted am ount. In addition, for certain program s, the expenditures 
reported in the basic consolidated finan cial statements may differ from the expenditures 
reported in the schedule of expenditures of Federal, state an d city awar ds due to program 
expenditu res exceeding grant or contract budget lim itations which are not included as Federal, 
state and city fina ncial assistance. 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC 

SCHEDULE OF FINDINGS AND  QUESTIONED COSTS 
YEAR END ED JUNE 30, 2002 

Section I - Sum m ary of Auditors' Results 

Financial Statements 

Type of auditor's report issued: Unqualified 

Internal control over financial reporting; 

Material weakness(es) identified? 
Reportable condition(s) identified 
not considered to be material weakness(es)? 

reported 

Noncompliance m aterial to financial statem ents noted? 

Federal Awards 

Internal control over major programs: 
Material weakness(es) identified? 
Reportable condition(s) identified 
not considered to be material weakness(es)? 

rep orted 

Type of auditor's report issued on compliance 
for major programs: Unqualified 

Any audit findings disclosed that are required 
to be reported in accordance with 
Circular A-133, Section .510(a)? 

Qualification of major programs 

CFDA Number(s) 

93.778 

x 

x 

yes 

yes 

x no 

none 

yes x 

yes x 

yes 

nO 

none 

x yes no 

Nam e of Federal Program  or Cluster 

M edical Assistance Program 
93.658 Foster Car e Title IV-E 
93.671 Family Violence Prevention and Services/Gran ts for Battered 

W omen's Shelters 

Dollar threshold used to distinguish 
between Type A an d Type  B programs: $ 544,822 

Auditee qualified as low-risk auditee x yes no 



 

RESOURCES FOR HU M AN DEVE LO PM ENT, IN C . 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 
YEAR END ED JU NE 30, 2002 

Section II - Financial Statem ent Findings 

02-1 Payroll 

Condition: The number of total hours worked per day on employee tim e sheets were 
not computed correctly in a num ber of instances. This condition was also a finding in 
the prior year audit. 

Criteria: The O rganization requires all uni t directors to re-com pute and approve 
em ployee tim e sheets prior to subm ission to the payroll departm ent for processing. 

Effect: Because employee tim e sheets are not consistently re-computed accurately 
before payrolls are processed, inaccuracies and possible disallowed payroll costs m ay 
occur. 

Cause of condition: Procedures ar e in place for supervisory personnel to re-com pute 
all tim e sheets. Apparently, this procedure is not applied consistently. 

Recom m endation: The Organi zation needs to ensure that this procedure is followed 
consistently by all units. Periodic inspections of tim e sheets and tim e summ aries should 
be m ade through the internal audit function to confirm  th at th ere is adherence to th e 
procedure. 



 

RESOUR CES FO R H UM AN DEVELOPM ENT, IN C . 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 
YEAR END ED JUNE 30, 2002 

Section III - Federal Awards and Questioned Costs 

DEPARTM EN T OF H EALTH AN D H UM AN SERV ICES 

02-2 M edical A ssistance Program - CFDA No. 93.778 - Year ended June 30, 2002 

Reportable condition: The reportable condition at Finding 02-1 also applies to 
this program . 

02-3 Foster Care Title IV-E- CFDA No. 93.658 - Year ended June 30, 2002 

Reportable condition: The reportable condition at Finding 02-1 also applies to 
th is program . 



January 17 , 200B 

R E S O U R C E S 
F O R 

H UM AN D EVELO PM ENT, IN C. 

Department of Health and Human Services 

Resources for Human Development, Inc . respectfully submits the 
following corrective action plan for the year ended June 30, 2002 . 

Name and address of independent accounting firm : Shechtman , Marks, 
Devor & Etskovitz, P .C . - 2000 Market Street - Suite 500 - 
Philadelphia, Pa . 19103 

Audit period : Year ended June 30, 2002 . 

The findings from the June 30, 2002 schedule of findings and 
questioned costs are discussed below . The findings are numbered 
consistently with the numbers assigned in the schedule . 

Findings - Financial Statement Audit 

Reportable Conditions 

02-i Payroll 

Recommendation : The Organization needs to ensure that 
there is consistent compliance with it's procedure 
requiring supervisory personnel to recompute the total 
numb er of hours worked per day on employee time sheets 
prior to submission to the payroll department on a 
consistent basis by all units . Periodic inspection of time 
sheets and time summaries should be made through the 
internal audit function to confirm that there is adherence 
to the procedure . 

Action Taken : We concur with the recommendation . Our 
internal auditors will continue their audits throughout 
the current fiscal year . 

Findings - Federal Award Programs Audits 

Department of Health and Human Services 

02-2 Medical Assistance Program - CFDA No . 93 .778 

Reportable Condition : See Finding 02-1 
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02-3 Foster Care Title IV -E - CFDA No . 93 .658 

Reportable Condition : See Finding 02-1 

If the Department of Health and Human Services has any questions 
regarding this plan , please call Mary Loomis, Chief Financial 
Officer at 215-951-0300 . 

Sincerely 

M ary Loom is 
Chief Financial Officer 



 

RESOURCES FOR HUM AN DEVELOPM ENT, IN C. 
SUM M ARY SCHEDULE OF PRIOR AUDIT FINDING 

YEAR ENDED JUNE 30, 2002 

DEPARTM ENT OF HEALTH AND HUM AN SERVICES 

Finding 01-2 M edical Assistance Program - CFDA No. 93.778 

Condition This finding was a reportable condition stating that th e number of total 
hours worked per day on employee tim e sheets were not computed 
correctly in a num ber of instances. 

Recom m endation: The auditor recom m ended th at the Organization m onitor the procedure 
that supervisory personnel recompute all tim e sheets. In addition, 
periodic inspections of tim e sheets and time summ aries should be m ade 
th rough th e internal audit function. 

Cu~em stam s The Organization's internal auditors continue to inspect tim e sheets and 
tim e sum m aries for accuracy. A ny errors found are corrected and 
additional training with individual reviewing tim esheets is com pleted. 

Finding 01-3 Fam ily Violence Prevention and Service - CFDA N o. 93.671 

Condition This finding was a reportable condition stating that th e number of total 
hours worked per day on em ployee tim e sheets w ere not com puted 
correctly in a num ber of instances. 

Recom m endation: The auditor recom m ended th at th e Organization m oni tor the procedure 
that supervisory personnel recom pute all tim e sheets. In addition, 
periodic inspections of tim e sheets and time sum m aries should be made 
th rough th e internal audit function. 

Current status The Organization's internal auditors continue to inspect tim e sheets an d 
tim e sum m aries for accuracy. Any errors found are corrected and 
additional training with individual reviewing tim esheets is completed. 



J  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUN TANTS 

ON COST ALLOCATION PLAN 

Board of Directors and Offi cers 
Resources for Human Development, Inc 

W e have audited the consolidated financial statements of Resources for Hum an  Development, Inc. and 
subsidiaries (the Organization) as of and for the year ended June 30, 2002, and have issued our report 
thereon dated January 17, 2003. 

As part of our audit, we audited the method used by the Organization to allocate indirect costs as 
reflected in the City of Philadelphia, Departm ent of Public Health , Office of M ental Health and M ental 

Retardation program activity invoice summary as required by the Commonwealth of Pennsylvania, 
Department of Pu blic W elfare, Section 4300.94 of the Title 4300 Regulations. 

The Commonwealth of Penn sylvania, Departm ent of Public W elfare, Section 4300.94 of the Tide 4300 

Regulations states that "the overall objective of the allocation process is to distribute the indirect costs 
of the agency to its various services or cost categories in reasonable proportion with the benefits 
provided to these services or cost categories." The regulations require that the method used "shall 
result in a fair and equitable distribution of costs an d shall be in direct relation to actual benefits 
accruing to the services to which costs are char ged". 

The m ethod of allocating costs for th e year ended June 30, 2002 was based on various form ulas which 
allocate costs depending on th e nature of th e individual costs. 

In our opinion, the cost allocation plan of the Organization results in a distribution of indirect costs, as 
reflected in the City of Philadelphia, Departm ent of Public Health , Office of M ental Health and M ent al 
Retardation program activity invoice summ ary for the year ended June 30, 2002 in accordance with 
Section 4300.94 of the Title 4300 Regulations issued by the Comm onwealth of Pennsylvania, 
Department of Public W elfar e. 

This report is intended solely for th e inform ation an d use of the Boar d of Directors, managem ent an d 
the City of Philadelphia, Departm ent of Public Health and is not intended to be an d should not be used 
by anyone other than these specified parties. 

Philadelphia, PA 
Jan uary i7, 2003 
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i  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCO UNTANTS ON COST 

ALLOCATION PLAN FOR THE UPCOM ING BUDGET YEAR 

Board of Directors and Offi cers 
Resources for Hum an  Developm ent, Inc 

At your request we have perform ed the procedures enum erated below with respect to th e adruinistrative 
costs distribution included in the Line item Budget for the year ending June 30, 2003 submitted by 
Resources for Hum an Development, Inc. ("the Organization") to the City of Philadelphia, Department 
of Health . Our review was m ade solely to assist you in your filing requirem ents with the City of 
Philadelphia, Department of Public Health . 

The procedures we perform ed are sum m arized as follows 

b 

c 

d 

W e reviewed a schedule contained within th e 2003 Line Item Budget which reflected the 
allocation factors utilized in distributing adm inistrative costs. 

W e confirm ed our understan ding of th e meth od of allocating adm inistrative costs 
through a review of supporting work papers and by discussions with  m anagement 
responsible for allocation factors. 

W e compared the Organ ization's method of allocating costs to th ose requirements as 
specified in Section 4300.94 of the Title 4300 Regulations Related M ethods for 
Allocating Indirect Costs in order to determ ine whether the cost allocation is in 
complian ce with th ose regulations. 

W e compared the allocation methods used between the current fiscal year and prior 
fiscal year to determ ine consistency between years. The cost allocation method is based 
on various form ulas which allocate costs depending on th e nature of the individual costs. 

The Comm onwealth of Pennsylvania, Depar tment of Public W elfare, Section 4300.94 of Title 4300 
Regulations state "The overall objective of the allocation process is to distribute the indirect costs of the 
Agency to its various services or cost categories in reasonable proportion with th e benefits provided to 
these services or cost categories." The Regulations require that the method used result in a fair an d 
equitable distribution of costs which shall be in direct relation to actual benefits accruing to the serv ices 
to which costs ar e charged. 
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Because the above procedures do not constitute an audit in accordance with generally accepted auditing 
stan dards, we do not express an opinion on the amount of administrative costs distributed to the City 
nor on any other amounts contained within the June 30, 2003 budget submitted to the City of 
Philadelphia, Departm ent of Public Health. Had we perform ed additional procedures or had we 
conducted an audit in accordan ce with generally accepted auditing standards, other matters m ight have 
come to our attention that would have been reported to you. This report relates only to the item s 
specified above and does not extend to any financial statements of the Organization taken as a whole. 

Philadelphia, PA 
January 17, 2003 



R  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED-UPON PROCEDURES 

Board of Directors and Officers 
Resources for Hum an Development, Inc 

W e have performed the procedures enum erated below, which are agreed to by the Allegheny County 
Department of Hum an Services, th e Commonwealth of Pennsylvania, Departm ent of Public W elfare 

(DPW ) an d Resources for Human  Development, Inc. ("the Organization") solely to assist you with 
respect to the supplemental schedules an d exhibits required by this agreement. Thi s engagement to 
apply Agreed-Upon Procedur es was performed in accordan ce with standards established by the 
Am erican  Institute of Certified Public Accountants. The sufficiency of the procedures is solely the 
responsibility of the Allegheny County Department of Hum an Services an d DPW . Consequently, we 
m ake no representation regarding the sufficiency of the procedures described below eith er for the 
purpose for which th is report has been requested or for an y oth er purpose. 

The procedures an d associated findings are as follows 

b 

c 

W e have verified by comparison the am oun ts and classifications th at the supplemental 
financial schedules an d/or exhibits listed below which, summ ar ize am ounts reported to 
DPW  for fiscal year ended June 30, 2002 have been accurately compiled an d reflect the 
audited books an d records of the Organization. W e have also verified by comparison to 
the exam ple schedules th at these schedules are presented, at a m inimum , at the level of 
detail an d in the format required by the Allegheny County Department of Human 
Services and DPW  Single Audit Supplem ent pertaining to this period. 

Program Nam e 

Allegheny County Awards 

M ental Retardation 

Num ber Referenced Schedules 

44748 

44748 
44748 
44748 

Statement of Adm inistrative Costs 

Schedule of Funding Sources 
Schedule of Functional Expenditures 
Schedule of Units of Service 

We have inquired of management regarding adjustments to reported revenues or 
expenditures, which were not reflected on th e reports, submitted to Allegheny County 
Hum an Serv ices Department an d DPW  for th e period in question. 

The processes detailed in paragraphs (a) and (b) above disclosed no adjustments and/or 
findings which have been reflected on the corresponding schedules. 
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W e were not engaged to, and did not perform, an audit, the objective of which would be the expression 
of an opinion on the specified elements, accounts or items. Accordingly, we do not express such an 
opinion. 

Had we perform ed additional procedures, other m atters m ight have come to our attention that would 
have been reported to you. 

This report is intended solely for the use of the Board of Directors, M anagement, Allegheny County 
Department of Human Services an d the Departm ent of Public W elfar e an d should not be used by those 
who have not agreed to th e procedures and taken responsibility for th e sufficiency of th e procedures for 
their purposes. However, this report is a matter of public record an d its distribution is not lim ited. 

Philadelphia, Pennsylvania 
Jan uary 17, 2003 
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RESO URCES FO R H UM A N DEVELO PM ENT, IN C. 
SCH EDULE OF FUNCTIONAL EXPENDITURES, REVENUES, CO NTRACT AM OUNTS 

RE LA TIN G TO G RA N TS FR OM  AL LEG H ENY CO UN TY DH S PR O G RA M S 
ALL PR O G RA M S SU M M A RY 

YEA R ENDED JUN E 30, 2002 

Expenditures 

Personnel Expenses 

Adm inistrative Costs 

Operating Expenses 

Purchased Treatm ent 

Fixed Assets 

Total Expenditures 

Ineligible Expenses 

Gross Eligible Expenses 

R evenue and Incom e 

Room and Board 

Total Revenue and Incom e 

N et Eligible Expenditures 

Retained Revenue 

Total Reim bursable Expenditures 

Allegheny County Contract Am ount 

Surplus (Deficit) of Contract Amount 
Over Total Reim bursable Expenditures 

M ental 
Retardation & Total 
Title XIX 

1,571,402 

1,090,274 

202,306 

264,957 

5,370 

8,495 
1,571,402 

1,571,402 1,571,402 

43,667 43,667 

43,667 

1,527,735 

43,667 

1,527,735 

1,527,735 1,527,735 

1,531,376 1,531,376 

3,641 
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3,641 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
SCH EDULE OF FUNCTIONAL EXPENDITURES, REVENUES, CONTRA CT AM OUNTS 

RELATING TO GRANTS FRO M  ALLEGH ENY COUNTY DH S PRO GRA M S 
M ENTAL RETARD ATION & TITLE XIX PROGRA M S 

CONTRA CT #44748 
YEAR ENDED JU NE 30, 2002 

Expenditures 
Personnel Expenses 
Adm inistrative Costs 

Operating Expenses 
Purchased Treatm ent 
Fixed Assets 
Total Expenditures 

Ineligible Expenditu res 
Gross Eligible Expenditu res 

Revenue and Incom e 

Room and Board 
Total Revenue and Incom e 

Net Eligible Expenditu res 
Retained Revenue 

Total Reim bursable Expenditures 

Allegheny County Contract Am ount 

Surplus (Deficit) of Contract Amount 
Over Total Reim bursable Expenditures 

M ental Ti
tle XIX TOTAL R

etardation 

$ 
9,536 

62,281 

1,297 
73.114 

1,090,274 

192,770 

202,676 
5,370 

7.198 
1,498,288 

1,090,274 

202,306 

264,957 

5,370 

8,495 

1,571,402 

73,114 1,498,288 1,571,402 

13,705 29.962 43.667 
13.705 

59.409 

59,409 

59.409 
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29.962 

1,468,326 

43.667 

1,527,735 

1,468,326 1,527,735 

1,471,967 1,531,376 

3.641 3,641 



 

RE SO URCES FO R  H UM A N DEV ELO PM ENT, IN C. 

SCH EDULE O F FUNCTIONAL EXPENDITURES, REVENUES, CONTRA CT AM OUNTS 
RE LA TIN G TO G RA N TS FR O M  A LLEG H ENY  CO UNTY DH S PR O G RA M S 

M EN TAL RE TAR DA TIO N PR O G RA M S 
CO N TRA CT #44748 

YEAR ENDED JU NE 30, 2002 

Expenditures 

Adm inistrative Costs 
Operating Expenses 

Fixed Assets 

Total Expenditures 

Ineligible Expenditures 
Gross Eligible Expenditures 

Revenue and Incom e 

Room and Board 
Total Revenue and Incom e 

Net Eligible Expenditures 

Retained Revenue 

Total Reim bursable Expenditures 

Allegheny County Contract Am ount 

Surplus (Deficit) of Contract Amount 
Over Total Reim bursable Expenditures 

Residential T
ota l S

ervices 

104 

9,536 
62,281 

1,297 

73,114 

9,536 
62,281 

1,297 

73,114 

73,114 73,114 

13,705 13,705 

13,705 

59,409 

59,409 

59,409 

$ 

13,705 

59,409 

59,409 

59,409 



 

RESO URCES FO R H UM AN DEVELO PM ENT, IN C. 
SCH EDULE O F FUN CTIO NAL EXPEN DITURES, REV EN UES, CO NTRA CT A M O UNTS 

RE LA TIN G TO G RA NTS FR O M  ALLEG H ENY CO UN TY DH S PRO G RA M S 
TITLE XIX PR O G RA M S 
CO N TRA CT #44748 

YEAR ENDED JUN E 30, 2002 

Subtotals of Residential 

Expenditures 

Personnel Expenses 

Adm inistrative Costs 

Operating Expenses 

Purchased Treatm ent 

Fixed Assets 

Total Expenditures 

Gross Eligible Expenditures 

Revenue and Incom e 

Room and Board 

Total Revenue and Incom e 

Net Eligible Expenditures 

Retained Revenue 

Total Reim bursable Expenditures 

Allegheny County Contract Am ount 

Surplus (Deficit) of Contract Amount 
Over Total Reim bursable Expenditures 

Residential Total 

105 

1,090,274 

192,770 

202,676 

5,370 

7,198 

1,498,288 

1,090,274 

192,770 

202,676 

5,370 

7,198 

1,498,288 

1,498,288 1,498,288 

29,962 

29,962 
29,962 

29,962 

1,468,326 1,468,326 

1,468,326 1,468,326 

1,471,967 1,471,967 

3,641 3,641 
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RESO URCES FOR H UM AN DEVELOPM ENT, IN C. 
SCHE DUL E O F ADM INISTRA TIVE CO ST - ALLEG HE NY CO UNTY DH S 

YEAR END ED JUNE 30, 2002 

Personnel Services 

W ages & Salaries 

Em ployee Benefits 

Total Personnel Services 

O perating Expenses 

Occupancy 
Com m unications 

Adm inistrative Supplies 

Adm inistrative Staff Travel 

Total Operating Expenses 

Gross Adm inistratives Costs 

Net Eligible Adm inistrative Costs 

Distribution of Costs 

M R/DD - M ental Retardation 
M R/DD - Title XIX 

Total A dm inistrative Costs for all Program s 

108 

Am ount 

$ 128,041 
36,291 

164,332 

20,690 

2,837 

7,704 

6,743 

37,974 

202,306 

$ 202,306 

9,536 

192,770 

$ 202,306 



 

RESO UR CES FO R H UM A N DEV ELO PM EN T 

SCH EDULE OF FUNDING SOURCES RELATED TO GRANTS 

Federal funds 

State funds 

FR OM  ALLEG H ENY  C O UN TY D H S PR O G RA M S 
M ENTA L RE TAR DATIO N 

CO N TRA CT #44748 
YEAR EN DED JU N E 30, 2002 

CFDA #93.778 

Allegheny County Contract Am ount 

109 

A m ount 

740,484 

776,793 

$ 1,517,277 



 



 



 

M E M O R ANDUM  OF ADVISO RY CO M M EN TS 
RESOURCES FOR HUMAN DEVELOPM ENT, INC 

E  

June 30, 2002 

SHECHTMAN, MARKS, DEVOR 
& ETSKOVITZ, P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 



W  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
January 5, 2003 

Board of D irectors 
Resources for Hum an Developm ent 

In connection with our audit of the consolidated financial statem ents for Resources for Hum an  

Development, Inc. and Subsidiaries (RHD) as of June 30, 2002, we issued two reports, which 
addressed internal controls. The reports are Report of independent certified public accountants 
on compliance and on internal control over financial reporting based on an audit of financial 
statements in accordance with Government Auditing Standards an d Report of independent 
certified public accountants on compliance with requirements applicable to each major program 
and internal control over compliance in accordance with OM B Circular A-133. In addition, w e 
noted certain m atters that we believe you should consider. Our observations w ere form ed as a 
by-product of our auditing procedures, which did not include a com prehensive review for the 
purpose of subm itting detailed recom m endations. 

The following sum m ar izes our com m ents and suggestions 

Com m ents for June 30, 2002 

Accounting for D isposal of Fixed A ssets 

It has been th e policy of RHD to char ge one-half of its annual depreciation to the year in which 
th e assets w ere acquired and one half year  in the year of disposal. In our  audit, w e learned that 
RHD was not charging depreciation in the year in which the property an d/or equipment was 
disposed. In its aceounting for assets finan ced under capital leases, RHD char ges one half year 's 
depreciation in the year of disposal. 

Failur e to record a half year 's depreciation in the year of disposition reflects two issues. One is 
an understatem ent of depreciation expense in the year the asset was disposed. The second issue 
is the inconsistent application of depreciation policy. Consistent application of accounting 

policies is a major component of a strong internal control system within an organization. 

It is our recomm endation th at RHD apply its policy on a basis consistent with prior acquisitions 
and disposals, that is to charge one half year's annual depreciation in the year of acquisition and 
one-half in th e year of disposal. 
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A ccountin~ for Fixed A ssets Under Capital Leases 

A ssets acquired under capital leases are not incIuded in the fixed asset program . A ccordingly 
depreciation of th ese assets is not calculated by th e system , and instead is calculated m anually. 

There is no difference in the types of assets th at are acquired under capital leases. Capitalized 

leases are just a different way to finance the acquisition of fixed assets. In our opinion, control 
over the assets capitalized and the related depreciation w ill be im proved, by utilizing the 
capabilities of the fixed asset accounting system . By m an ually calculating the depreciation on 
every asset recorded as a capitalized leas e, th e chan ce for a calculation error is increased and the 
tim e to perform  the calculation is also increas ed. 

W e recom m end that all fixed assets be included in th e fixed as set depreciation system . In order 
to distinguish betw een assets fm an ced under capital leas es an d fixed assets acquired un der the 
traditional m ethod of purchas e with  cash or debt, we suggest setting up a separate category 
w ithin the system . 

Signatu res Required for Lar ge Expenditu res 

The policy at RHD is to require tw o signatures on all checks in excess of $5,000. During the 
course of our audit, we observed a check in excess of $5,000 th at was originated an d endorsed 
for deposit to RH D by the sam e person. There w as  only one signature on the check, alth ough it 
w as not the signature of the person w ho wrote the check. 

W e are confident that nothing improper actualIy occurred in the transaction we reviewed. (It was 
a tran sfer of funds between bank accounts). However, it did highlight the fact that the possibility 
of such an  occurrence does exist. W e strongly recom m end that th e cash controls be enforced, 
and that tw o authorized signers sign all checks over $5,000. Cash is the m ost highly liquid, 
easiest asset of RHD to m isappropriate, if som eone set hi s or her m ind out to do so. Through the 
strong internal controls of RHD , there should be adequate deterrents to prevent such an 
occurrence. The controls can only work if th ey ar e enforced an d adhered to by everyone 
associated with such tran sactions. 

Tim ely Filin~ of Louisiana A udit Report 

The State of Louisian a requires audit reports to be subm itted within six m onths of the end of am 
organization's fiscal year end. In th e case of RHD , that filing deadline is December 31, 2002. 
Failure to file the audit reports by that date is considered by the State of Louisian a a m aterial 
instan ce of noncom pliance. 

Although Louisiana considers the fiIing of the audit report later than six m onths after an 
organ ization's year -end to be a reportable condition, m ost other agencies that fund RH D do not. 
A ccordin gly, w e ar e not reporting this event as a reportable condition on an  organ ization-w ide 
basis. N evertheless, it is our strong recom m endation th at RHD do everything in its power to 
close its accounting books in a tim ely manner an d complete its finan cial statements so that the 
filing of the annual audited fin ancial statem ents be com pleted prior to Louisian a's and all oth er 
funders' required due dates. 



Payroll- Calculation of H ours W orked 

At each unit, hourly workers record their start-tim e and end-tim e and record the total tim e 
worked each day. In our  audit, we found num erous cases in which hour s worked were 
incorrectly calculated. The incorrectly calculated tim e was th en entered onto th e units' summ ary 
tim e sheets th at were then transm itted to the central office for paym ent. A s a result, in those 
cases, hourly workers w ere not paid the proper am ount. The errors go in both directions, 
som etim es m ore hour s were paid than  actually worked and at other tim es, few er hour s were paid 
than actually worked. The net dollar im pact to R_HD was not significan t, but the num ber of 
instances in which errors occurred was significant. This problem has occurred repeatedly over 

the year s. 

W e recom m end that procedures continue to be im proved or developed to prevent such errors. 
W e suggest that either the payroll department or internal audit function increase its inspection of 
tim e sheets to identify errors. W e are awar e that m an agem ent is reviewing software system s to 
gather data electronically at the sour ce and then transm it it to th e Corporate offices. W e 
encour age such steps. H ow ever, until w e can  be satisfied th at payroll accur acy has substan tially 
im proved, w e recom m end that RH D m anagem ent continue to closely m onitor the quality of th e 

inform ation presented to th e payroll departm ent. 

V acation and Sick Tim e for Central Office Em ployees 

Tim e taken off from work by salaried em ployees in th e central office is predom in antly tracked 
by the em ployee. RHD uses the honor system  for people to keep track of the vacation and sick 
tim e th ey take off from  work. 

One risk is that an  em ployee could potentially tak e off m ore tim e than  th ey are entitled, without 

anyone being aware. Second is that the year-end accounting adjustment is an  estimate, whose 
degree of estim ation is not known w ith certainty. Third, an  em ployee leaving RHD could claim  
a certain  am ount of unused tim e, which m ust be paid to th e term inating em ployee. N o one in 

RHD could confLrrn or deny such claim s. 

W e un derstand that one of the key operating philosophies of RHD is to give m anagem ent the 
room  to operate without overbur dening anyone with bur eaucratic rules. H owever, we feel that 
th e assets of RHD need to be protected. W e recomm end a sim ple weekly tim e reportin g system  
th at each salaried person in th e Central Office use. Each person would subm it a form th at 
identifies each day of the week. The employee would have to identify only those days in which 
they took time off from work. The nature of the time off would be identified (e.g. vacation, 
illness, personal time, holiday). The form should be signed by the employee, reviewed and 
signed by their supervisor an d then subm itted to a central adm inistrative person who w ould 

accum ul ate the data. 



Inventory - ComN ete Accountin~ for all Costs 

Inventory consists of housing in various stages of rehabilitation so that they can be sold under 
RHD 's Affordable Housing program s. W hile auditing costs associated with construction during 
this fiscal year, we noted m any instances in which tran sactions were recorded in consistently. 
Certain  costs, generally contractor's fees were not recorded in full. These fees should have been 
earned by RHD's Affordable Housing department per contracts with the funding agencies. In 
situations when it becam e evident that the selling price plus subsidy would be less than  the total 
cost to com plete a hom e, which would have resulted on a loss on sale of the property, RHD 
decided to reduce the contractor's fee to a point w here the net cost w ould be equal to the entire 
selling price. 

In other situ ations, revenues from  sales w ere not fully recorded when a portion of the sales 
proceeds w ere used directly to reduce debt related to a property. In tw o instan ces, closing costs 
were not deducted from  the selling price in  determ ining th e net gain or loss from a sale. 

Failure to fu lly record transactions can  result in im properly reflecting th e fu ll nature of every 
sales transaction. W ithout com pletely accounting for cost, or reductions in debt, m anagem ent 
does not have all of the inform ation necessary to m ake sound financial decisions. 

W e recomm end th at all costs related to developing real estate for resale be fully recorded, In the 
case of sales, where debt is paid of at the closing, w e recom m end that the settlem ent sheet or 
oth er closing docum ent be review ed by a knowledgeable accountant who can accurately record 
all facets of th e transaction. 

M urex Investm ents, Inc. (a for-profit subsidiary of RHD 

M urex Investm ents, Inc. is a for profit corporation owned prim arily by RHD . Another investor 
owns a sm all percentage. The finan cial position of the corp oration as w ell is its activities are 
consolidated with th e finan cial statem ents of RttD . 

M urex Investments invests capital mad makes loan s to businesses based on the decisions made by 
its investm ent board. All of the investm ent decisions m ade by th e investm ent board, have a 
financial reporting im pact to RHD , due to the requirem ent to consolidate operations. In m any 
instan ces th ere have been agreem ents made with  other investors or investees, which were not 
clearly defined. 

Failure to clearly define what another investor receives in exchange for their investm ent can  
result in a m isunderstan ding in the future th at could have significan t legal ram ifications as well 
as cost im plications. Failure to define th e nature of an investm ent in a com pany can result in 
sim ilar difficulties. D ifferent understandings can  be m ore easily corrected, if resolved before 
th ey result in cmfflicts. 

W e suggest, th at before com pletin g an  investm ent agreem ent or accepting additional capital from 
another investor, th at a responsible m ember from  RHD m anagem ent be appointed to review the 
agreem ent in order to fully understand its finan cial reporting impact to RH D . In addition, that 
person should also review any risks th at th e agreem ent m ay directly or indirectly impose onto 
RHD , so that its im pact could be reviewed an d discussed before any com m itm ents are m ade. 



Sum m ary 

W hile correcting each of the foregoing points will not prevent or preclude errors or illegal acts 
from  occurring, they will assist in improving record keeping, intern al controls, and the financial 
stability of RHD . If you w ould like to discuss any of the m atters in greater detail

, please call us. 

Very truly yours, 

Shechtm an, M arks, D evor & Etskovitz, P.C. 



 

R esources for H um an D evelopm ent 
June 30, 2001 Status of M anagem ent Letter Com m ents 

June 30, 2002 

Shechtman, M arks, Devor & Etskovitz, PC (SMDE) prepared a management letter for 
Resources for Human Development (Rt4D) for the year ended June 30, 2001. The 
follow ing represents a sum m ary of RH D 's actions related to those com m ents for th e year 
ending June 30, 2002: 

1. A ccounting for A ctivity on Sm all A ccounts 

RHD man agement put in place the following plan of action: 

~ the RH D staff will m onito r th e tim eliness of the recording of 
transactions in the general ledger on a m onth ly basis. 

During our audit tieldwork for the year ended June 30, 2002, SM D E foun d no 
exceptions to th e client's assertion. This com m ent does not require repeating in 
the June 30, 2002 m anagem ent letter. 

2. Accoun ting for Restricted Contributions 

RHD m anagem ent put in place the follow ing plan of action: 

~ All contributions received by the budget managers must be given to a 
RHD staff to be entered into a database. 

During our  audit fieldw ork for the year ended June 30, 2002, SM DE found no 
exceptions to th e client's assertion. This com m ent does not require repeating in 
th e June 30, 2002 m anagem ent letter. 

3. Inventory Accounting 

RHD m an agem ent put in place the following plan  of action: 

~ RH D chan ged the w orkpaper present ation for inventory  to show all 
costs being capitalized and then a write down to fair m arket value. 

During our  audit fieldw ork for the year ended June 30, 2002, SM DE foun d certain 
exceptions to th e client's assertion. A ccordingly, a sim ilar  com m ent has been 
repeated in the Jun e 30, 2002 m anagem ent letter. 
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4. Payroll - Calculation of Hours W orked 

RH D m anagem ent put in place the following plan of action: 

~ The internal auditor will review tim e sheets for each unit twice a year 
to determ ine where the w eakness lies. 

~ The RHD payroll staff w ill provide training to th e supervisory 
personnel. 

During our audit fieldwork for th e year ended June 30, 2002, SM D E found that 
alth ough there were training an d tim e sheet review s, there w ere still num erous 
payroll calculation errors in the current audit year. This comm ent has been 
repeated in th e June 30, 2002 m anagem ent letter. 

5. Retention of Payroll Records 

RHD m anagem ent put in place th e following plan of action 

~ Intern al auditor will review retention policy at units 
~ W hen a unit closes, all records will be brought into th e Central office 

During our audit fieldwork for th e year ended June 30, 2002, SM DE found no 
exceptions to the client's assertion. This com m ent does not require repeating in 

the June 30, 2002 management letter. 

6. Contract Control 

RH D m an agem ent put in place th e following plan of action: 

~ Budget m anagers m ust read and understan d all term s of the contracts 
~ CFO or Controller to m eet with  the budget m anagers 
* D atabase of contracts to be com par ed to general ledger to determ ine 

m issing contracts. 

During our audit fieldwork for the year ended June 30, 2002, SM DE found no 
exceptions to the client 's assertion. This com m ent does not require repeating in 
the June 30, 2002 m anagem ent letter. 
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7. Contracts with new funders 

RH D m anagem ent put in place the following plan of action 

~ RHD will attempt to attain a written letter Of understanding prior to 
w ork at any unit w ithout a contract 

During our audit fieldw ork for the year ended June 30, 2002, SM DE found no 
exceptions to the client's assertion. This com m ent does not require repeating in 
the Jun e 30, 2002 m anagem ent letter. 



R E S O U R C E S 
F O R 

HUM AN D EVELO PM EN T, IN C. 

Resources for Human Development , 
30, 2002 Memorandum of Advisory 

Inc. (RHD) responses to the June 
Commen ts 

Accounting for the Disposal of Fixed Assets 

RHD has consistently utilized the same accounting software for 
maintaining its fixed assets and computing the related annual 
depreciation expense .The depreciation method consistently selected 
within the software system has been the half year convention . 

During the audit for fiscal year ended June 30, 2002 it was 
discovered that the software defined half year convention method 
computes a half year depreciation amount in the year of acqusition 
but if the asset is not fully depreciated in the year of 
disposition there is no depreciation calculated for the year of 
disposition . 

RHD will contact the software vendor to determine if we have the 
ability to obtain a half year of depreciation in the year of 
disposition for assets not fully depreciated . In reading the 
software manual the half year convention is defined as calculating 
a half year of depreciation in the year of acqusition but does not 
specify that a half year will be computed in the year of 
disposition . The resulting financial statement impact is that 
depreciation expense is understated and the related gain on 
disposal is understated or if there is a loss on disposal this 
would be overstated . So there is potentially an classification 
change on the Statement of unrestricted revenues, expenses and 
other changes in unrestricted net assets but no change in the end 
result . 

Accounting for Fixed Assets Under Capital Leases 

RHD has imput all of the June 30, 
the fixed asset software program 
for the fiscal year ending June 
software thereby eliminating 
calculation errors . 

2002 capital lease balances into 
This will allow the depreciation 
30, 2003 to be calculated by the 
any perceived potential for 

Signatures Required for Large Expenditures 

The RHD management agrees that the need for two signatures on 
checks over $5,000 is an important control and will continue to 
monitor the full implementation of this control . 
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Payroll - Calculation of Hours Worked 

RHD has increased the size of its internal audit department in 
order to allow for a higher concentration and completion of the 
time sheet audits on a timely basis . As indicated in the comment we 
are also working on the creation of an automated timesheet that 
would eliminate or greatly reduce the human error rate in the 
calculation of the total daily hours on the timesheets . We expect 
that this automated process will be completed within six months . 

Vacation and Sick Time for Central Office Employees 

HHD management does allow their exempt employees in the central 
office to maintain the tracking of their vacation and sick days . 

RHD uses this honor system as a reflection one of its principal 
values of creating an environment that includes a sense of honesty 
and trust . 

The central office has approximately 170 employees of which 
approximately i00 are exempt and potentially tracking their own 
available vacation and sick time . Our vacation time is limited to 
two weeks carryover at June 30, so the accrual of one week seems 
reasonable from the perspective of what is available and based on 
a sample of information from the exempt employees . Unused sick 
time is not considered earned time and therefore employees who 
leave RHD are not entitled to payment of any unused sick time . 

Inventory - Complete Accountinq for all Costs 

RHD 's policy WaS to offset cost overruns in indiviual housing 
projects with the contractor's fees earned by RHD's Affordable 
Housing department . The impact of this policy was to net the losses 

of the Organization's individual Affordable Housing projects with 
the Organization 's internal Affordable Housing Department's 
revenue . Based upon the recommendations of our external auditors we 
have changed our policy effective June 30, 2002 , and are no longer 
netting these revenues and costs . This change will allow RHD to 
more accurately monitor the gains or losses of each individual 
housing project. 

Management records a journal entry to internally track the sales of 
properties from our various housing projects. This journal entry 
does not have a financial statement impact but does assist 

management in monitoring the activities in the individual projects. 
We will ensure that these internal entries are recorded in the 
future so that we can accurately reflect the sale of properties to 
the individual project level. 



Tim ely Filing of Louisiana Audit Report 

RHD w ill increase its fiscal staff in an effort to ensure that our accounting records 
and financial statem ents are com pleted in a tim ely m anner so that the filing of our 
annual audited financial statem ents can be com pleted prior to Louisiana's 
required due date. 

Murex Investments, Inc. (a for-profit subsidiary of RHD) 

The investm ent and capital agreem ents are currently being reviewed by the 
financial head of M urex Investm ents. RHD m anagem ent also respects the 
abilities and procedures com pleted by the M urex Investm ents investm ent board. 
The RHD legal and financial m anagem ent has been involved currently in a 
proposal subm ission by M urex Investm ents to the SBA to allow for the ability to 
clearly define and understand any legal and financial im pact on either M urex 
Investm ents or RHD. The RHD managem ent will continue to closely interact with 
the m anagem ent of M urex Investm ents. 


